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• Oral ETidenoe 

The Chairman ; You arc vourHolf, T think, a money-lender or a merchant F 

A. — Yos, my family has money-IendinK husiiiows alno. 

P. — You are yourself chiefly fK^cmpiwl at the Bar? 

A . — No; I do not piaetise. 

Q. — Do you hold any lands ^ 

A. — Certainly. I am one of the hi|jCj 2 :cst cultivators in my district. 

Q . — ^Would you su^^gest that the zamindars themselves do take to no 
improvements to the lands and to the irrigation sources? 

A . — At least from my experience of my district and also of practically 
all the Andhra and Tamil districts, I do not know of any improvAunenis 
to lands by any landholder. 

P- ^You do not think it would pay the ryots to apply for commutation ^ 

A,— It will be awful. It is not at all paying. On the other hand, it 
^nun* the ryot for theee reasons: Application for commutation means the 
severance of all relations a'th the zamindar. Then by the time he gets 
oommutation he would have gone from court to court by two sets of actions, 
to get an order to allow commutation and then to the High Court 
i^arding the fixing of the rates of rent. 8o very few rvots now apply 
for commutation. 


For written evidence, vide pages 132—134 of Volume TT, 
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Q , — ^If the rent irere cM^mmnied, would the incidence to the ryots be 
expensive ? 

A. — The incidence also is heavy, because it means just taking 
average of ten non>f amine years, i.e., the maximum rent which the aamiii* 
dar could get otherwise is ensured without his liability for remission of 
rent in years ot famine or crop failures. 

O. — So, commutation is not at all advantageous to the ryots? 

A.— Under the present conditions it is not at all advantageous. 

Q . — With regard to the question of financing agriculture, you suggest 
that a crore of rupees is necessary. Is it for the Ganjam district.^ 

A. — Yes. 

O . — Omld you tf?ll us how you arrived at that figure? 

A. — It is certainly an anproximation, and I have arrived at this figure 
afUu* consulting some of ttie businessmen who finance the ryots and also 
taking some data from the income-tax office and after consulting the District 
Ilegistrur also of Gimjam. 

Q . — -In regard to the legal impediment to the mortgage of land, you 
say that the zamindar^s share in the produce is not known as it varies in 
different villages and zamindaris. I suppose what the ryot has to pay 
in one parficular village is constant? 

A.— What i meant was this: Not that the ryot does know. Ho '* 
pays and so he has to know it and he dcx^s know it. But it is the out- 
sider who advances money to the ryot who is not in a position to know , 
because the zarnindar hfwides collecting the rent and his share of the produce 
colhM^ts also the illegal t*e.ss under the Estates Land Act. Sometimes the 
landholder collects more than one-half of the gross towards his melvarahi. 


0 . — You mean illegal exiwtions? 

A. — Oh, yes. 

Q , — Do tlioy still go on collecting? 

A. — Oh, ye.s. In a rei'cnt case there were fourteen kinds of legal 
exactions in the pattas tendercKl hv a landholder which were severely 
commented upon hv the District Judge of Ganjam. 

Q . — As regards the suggestions called for in question No. 4, you state 
that ‘ the reconl of rights shoud he kept in the Suh-Registrar’s office and 
brought Uf) to date noting all tiio mortgages or rharge.s contraiAeil Do 

you tliink that it will he a (piite practicable proposition to keep the 
record of rights in the Sub-Registrars’ offices? 

A : — In fact, we w^ue agitating for that also. What 1 feel is this. If 
there is a compulsory system of a record of rights for all the estates, 
zamindari as wtd! jus ryotwari, and if a record of rights is kept always up 
to date in the Suh-Registrar’.s office, every man who lends money includ- 
ing a liank will he in a position to get an extract from it and know about 
the ryot to wliom he lemls money. 

y. — How could that record he kept up to date? 

A, — 1 think that experiment is tried in some districts by the Madras . 
Government. My friend Mr. Muniswami Najuidu (a member of this Com- 
mittiH^) is a great exjxment of this view. 

<?.-yYou do not think it will be well turning the Sub-Uegistrnr’s 
office int^ a branch of the taluk office? 

A. — Not exactly. 

The difficulty might po.ssihly arise in this way. The lecord of 
rights is practically a settlement I'ogister? 

A.— Yes. That' is being done now in the ryotw^ari tracts by the Sub- 
Registrar's offict^ and they will also keep record of rights for ‘the zamin- 
dari tracts. 1 think there will he no difficulty at all. 

Would that not involve a considerable increase in the present 8nb- • 
Registrar’s office establish men t.l* 

A. — Yes, hut it may also reduce iwrespondinglv the revenue establish- 
ment. 


0.— myP 

.t if the experiment is tried, T may also add that after all 

the Registration Department is not a losing concern. 
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Q . — On the qnesstton oi indebtednoes yon that * the indobtodnejis of 
llie ryots in tliat village to the extent known to me is about 1C,00(). 
1)^0 you tell me what tiie population isf 

A , — About a thousand, it is not a village wdiere i live but I have got 
a home farm there. 

Q . — What will be the aunaul i*ental payable to the aainiiular? 

A . — It is about Rs. 8,000. 

0. — Is that the eommute<] value? 

A. — No. It is a village under the sharing sysUuu, 

Q . — The incidence is Rs, 16 per head of population. Tlien bow do 
>ou arrive at the total indebtedness of the GatijiUn district. You say it 
would l>e about Rs. 60,00^^000? 

A . — [ have given an instanee of a pmsiMUous village where the lyot.^ 
are hotter off. Even in that village tlie indebUHluess has gone ko Tar though 
it is a fertile village. 

Q — We have also many difficulties about this question as to tlie in- 
delitedness. A.s regards the figure of lU. 60,00,(KK), havi' you taken it for 
the district? 

A. — Y'os; and as I said it is only an ajiproxiniation. 

0. — What i.s the pui>ulotioii of the district? 

A.— Rs. 18,00,000. 

Q . — If you took the Rs. 16 per head of population in your villago, fi»r 
the whole district it ('onies to Rs. 2,88,0().(KX), hut vour estimate is only 
Rs. 60,(H),000. Why? 

.4. — The reason is this. My district i.s mainly a xamindur district. In 
nfost of the »amiiidari areas unless tlie village is .spts ially fertile aod the 
ryots are prosperous, no man is going to advance more money, especmlly 
for the rygti* under the sharing system. 

Q . — What it comes to is this —that the more pros[)er‘>us a man i.s the 
more indebted? 

.4. — Not that. 8oinetime.s clever ryots themselves take to some sort of 
improvement or ImsiiK^ss. There are ryots who borrow' mom‘v and thfin- 
selves lend also and .some ryots take coolies to Uangoon themselvi'.s. 'Jhus 
a ryot may soem prosj>ei()u.s and yet may have iKirrowtjd mudi. 

Q . — 1 should like to ask you about om* or two other things, ('an yon 
lell nio anything about the l>nd debts as youi' tamily is (Oigaged in mon<\v- 
lending business? 

.4. — Yes. 

— Can you give us an idea of the amount of bad deliU you have in- 
curre<i, that is, liad debts wdiich you cannot iiKovei ? 

A, — It i.s awful. That is to say, our bu.siness is mainly conbned to 

Eamiuduri areas. There the realization of the money is so very uncertain. 
11 money is advancK?d on the security of Uie land under Uie sharing system, 
the realization of the loans is really difficult. 

Q — What is your suggestion? Do you think that if you couM realize 

• your loans easily, loans would he lent at mueb lower raU^ of inter wt? 

4.— Oh, yes. As I have stated we have lent a lot vd money ut 0 per 

cent interest. 

Q . — Do you ever work out what rate of inteiest you actually realize 
on your transactions? 

A. — That depends upon individual tran.saclions. 

Q , — There is a certain number of loans kept at 9 per (suit interest. 
Most of them will bo recovere<i? 

A, — Oertainly. 

Q , — In regard to loans lent at anytiiing up to 30 per cent tlie higher 
the rate of interest the leas will l>e the chance of rwovery? 

A. — Oh, yes. 

* Q , — Have you ever been able to work out the pro|>oriion that the 
ftinount realize hears to tlie whole amount lent? 

A. — We have not taken the calculation on that basis. Hut it is more 
or less an intuitive method. We generally take the credit of the man to 
whom money is sought to be given and the possibility of realization sooner 
or later and all those things, as also the extent of the security he is able 
to offer. Generally if a man nas got main lands or lands paying fixed money 
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i^eni« or ryot war i lands, money is advanced to him at a lower rate of intet*- 
eai becanae there is sufficient security for the money lent, ror samtucmri 
|irayati lands and specially those paying shares, more security ana mgtier 
interest are general. 

Q . — Do you suggest that apart from the nature of the security in the 
case of lan^ the rate is also seriously affected by the power to realijBe on 
that security? 

A, — Yes. It also depends upon the ability and tlie capacity of the 
money-lender. 

J . — Not also on the willingness of the man to 
. — Yes, certainly. It always depends upon the ability and capacity of 
the money-lender. 

O . — Not also on the willingness of the man to pay? 
i.— Yes, certainly. Suppose the debtor dies and leaves i^ehind him 
a minor son. Even the man who was willing gives a slip. I know there 

are small money-lenders wlio threaten their debtors saying ‘ untoss you 

give money 1 will transfer my deed t<» a bigger man and thus realise the 
money’. Bo it depends upon the capacity of the man who c-ould execute 
the deem!. Even if thei*e is a decree it has to be executed and money 

realised and the civil court takes its own time. That is why I have stated 

that if there is any facility for the easy realisation of the money, even the 
money-lenders could lie induml to advance money at a lower rate of 
interest. 

Q . — Which do you tliink is the niore important factor — the nature of 
the man or the nature of the sei*urity — in fixing the rate of interest? 

A. — J think that the nature of the security and the nature of the man 
are equally important lieeause there are also mischievous people who create 
a debt and try to give the slip. If a gocxl man comes for money he is 
given generally at a lower rate of interest. But the nature of. the security 
offered is the most inducing factor. 

Mr, Munisivaini Nayudu : Mr. Das, what it is the area of the zamindari 
tract ill your district or what projiortion does it hold to the whole of your 
district? 

*4. — About two-thirds of the whole district of 4.(X)0 stiuare miles. 

Q . — Have you any idea of the co-operative so<*ielies working in your 
district ? 

A. --Yes. 

(J , — Are you connected with any of tlieni? 

A . — Not connectcnl. But 1 uiu watching their work. 

Q , — You are not dirtnily cnmnected with any bank or anv soiiety? 

A. —No. 

Q , — You refer to the money-lender us the pei*soii who really finances 
the agriculturist? 

A. — Yes, as the pei'son who mainly finances the agriculturist. 

Q . — Are land improvement loans and the agriculturist loans given in 
the sainindari villages? 

A, — I do not know'. To my knowledge no loans liave ever bc>en given 
and 1 do not find any possibility of such loans being given. 1 know of 
fKune applications and I know' of refusal also. 

Do you mean to say that applications for these loans were made 
and were I'efusod? 

A.— Yes. 


Q , — Can you tell us why? 
A. — The I'oason is this. In 


A. — The I'oason is this. In the fii-st jilace they, the revenue officials, do 
not want to take tlie most difficult task of ascertaining all the iiiformation 
they want and they cannot depend on the ryot and the provisions of the 
Estates Land Act are mischievous. For, the samindar may have dues of 
even throe years and if the decrees of thi-ee years are executed against 
the lands, they will be sold and nothing will be left for the Government 
to realtse. 

Q. — Then your point is that the aamindar has the first charge on his 
land and if the property is sold the creditoi's cannot i-ecover? 

A. — Yes. The revenue officer will come to grief on that aoc»>uat and 
BO they do not want to take that trouble. 
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Q . — You say in answer to question 11 under * Indigenous Banking^ * in 
Tour written statement tliat ‘ the village banket's nmy l>e i'onvemeatly 
linked with the provincial eapitab if eacli of them is regarded us a eo- 
operative society as is indicated above What is your ideuF Will )ou 
kmdly develop it? 

A. — Yes. Now, as it is, the t'o-ojier alive scKutise have only been serv- 
ing a useful function in so far as payment of kist to (aovernment or pay- 
ment of kist to the aamindar is iHim'oriied, IxH'uuse in uumimlari area 
they must get through the samiiidar and for other noc'ossities they have 
to depend on th# money-lenders and it is not possible for any co-opt*rative 
society as it is working at present to oust the money-lenders. 8o my idea 
IS that you should just take the property ot the village money-lender into 
consideration and fix. his crtHlit atter due enquirv ami lend him momy. I 
will just illustrate my [>oiiit taking an intfiyiuual ease, say that of A. 
Suppose you fix his credit at its. 15.000 with duo regard to his as.s3t^ and 
liabilities and then advancx^ him monov to that extent and you ran make 
him advaru’o that amount at a sjiecitiiKl rate of interest or hx up too uiaxi- 
muin rate leaving the minimum U) him and to eoinpelition. He may then 
bo allowed to iransa<*t busiiu\ss and sulijeeUd to all the scrutiny and in- 
spection of the eo-o[>erative soc-ieties so that he may rioi play dodge. If 
you do this, this man who has got some money or truuMmtions of his own 
will also put this money he is able to obtain and can afford to w'ait for 
some time more than your perioil of one year. Now he has U> pay you in a 
year. Necessarily he approaches Uie money-lender to get money and 
pays the dues to the co-operative society, lie can got money from tho 
co-operativ'o society again alter a lapse ol at least a month and nqiay the 
money-lender. In wi doing he imuns double exjiendituro and pruetically 
the rate ol interest comes up to more tluin 12 per rent. If vou diHiare 
tho village money-lender a.s a <'o-operativ<' stKiety, the individual money- 
lender will not only reduce the rate of interest Imt also waits lor some 
time. A sort ot competition may he creatcnl m a village w'here theio are 
say two or tluix* luoiiey-lenders with the gmal ol reducing interest. For 
there will lie a tendency in these people, apart from getting money, to get 
some inttuenco. They will iherelortv reduce their rates of interest tven 
beyond 9 per cent providinl you seciiie to them ail tho iidtaiitages now 
given to the co-operative sixuetie.s both in advances and reali;6ai ion. 1 
think 1 have made my sell clear. 

y. — Your jioint is that if certain credit facilities arc gi\en to the local 
money-lenders Y 

A . — Not * arc given ’ hut ‘ il given \ 

Q . — Supposing a haal money-lender is given a right to have c»edit at 
a co-operative smiety or a hank, then you exjitxt lum to lend at roasonahle 
rates to the ryots P 

A , — r lay two (onditions. if he is given credit and a^^o the facilities 
which the co-opei alive societies have for leaiiKing their duos if these two 
conditions are assurcxl, the money-lender will rtvluce the raU> of interi'st. 

0. — What are the facilities you are thinking of? 

A. — W'lthout going to a civil court the co-operative society gels a decree 
and realize.^ its dues. That i,s the convenience. 

Q . — That is to say, the ordinary money-lender is given also facility fo 
recover the money by suing before some authority without having to pay 
the court-fee, Js that a facility? 

A. — No, I am not anxious about stamp duties. Quick realization of 
money is the greatest facility Ivecause afUn* all, tlie court- fee is homo by 
the aebtor ana not by the creditor. I am more anxious about tlio quick 
realization of the 11101103’. ^ 

Q . — Have you any experience to say iliat tlio co-operative societies can 
realize more quickly than money-lenders? 

A, — Certainly, the co-operative society docs realize money more quick!, y. 

0. — How do yoy say that? 

A. — Because from my ^^^xperience 1 think that the co-operative socie- 
ties realize more quickly. 

Chairman : What you say does not apply to the whole Province but 
only to your district. Do you know that? 

A. — know. 
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Mt\ Mwiincfumy Nayudu : Do you think that if more facilities are given to 
the money-lenders for the more spcsedy recovery of their money than ^hat 
they have now, it will facilitate their financing the agricultural popula- 
tion P 

A. — Yes, I think so. You may also apply the Usurious Loans Act, tf 
and where necessary. 

<?.-You do not think of converting the money-ieuder as a co-operaLi/e 
society but you want to give him a certain advantage which iJio co- 
operative society hasP 

A. — Well, any way. 

— If fie is to tie treated as a co-operative society, then a number 
of people should gather together? 

A.-^ive him the facilities. That is enough for me. My feeling is 
that in spite of these you may have the Usurious Loans Act. 

Q . — We are not now talking of the Usurious Loans Act. Do you 
think that the (XKoperative societies will largely increase in zamindari 
areas and serve the needs of the agricultural population? 

A. — My feeling is that so long as the section which says that rent 
should be the iirst charge on the land exists, you cannot have many and 
even if there is one that causes more mischief than any good. 

Q , — Do you mean the eo-openitive society? 

A. — Yes, indirectly because there is the inducement of raising the 
lease amount in jilaces where the ryots are under sharing system on the 
score of recommending Joans, 

Q . — Lease amounts? 

A. — Yes, the annual lease amounts where lands are kept under the 
liliaring system. 

Q , — In regard to the ordinary land, do you think that the cok>perative 
societies will ultimately replu(^t> the money-lenders at least so far os the 
agricultural tenants are eoneemed ? 

A. — No; not at any rate at present. 

Q — You say that the section in the Estates Land Act creating a first 
charge on the landholder for the rental due to the zamindar is an impedi- 
ment now to tlie e.xistence oJ co-operative societies. Jn Goveniment areas 
also land tax is the first cliarge on the land. What i.s the difference then 
between the ryotwari area and the zamindari area? 

A, '—The thing is this. Land-tax or Government dues or by whatever 
name it is called is only a small fraction of the total produce from the 
soil. But in zamindari areas it is a full half of the gross produce that goes 
to the zamindar. 


O . — Your point is that the rents are high? 

A. — Yes; certainly they are very high, and uneconomical, and the land- 
holder may wait for throe years and claim all the arrears with interest. 

Q . — May 1 just draw your attention to this? Do you have the system 
of the zamindar having to sell the lands for arrears of rent on a large 
scale or is it only o(x*asionaUy that it is so done? 

A. — 1 think wo have a number of instances in every zamindari area, 
leading also to relinquishment. 

Q , — Is any notice given to the man who lent the money saying that 
the proiierty of the debtor is sold away? 

A. — No. That is exactly the reason why I say they do not flourish. 

G. — To whom is the notice given? 

a.*^To the defendant. Even the methods are so very summary that 
the defendants themselves do not know in many cases. 

Q . — ^You are aware that wdien land is brouglit to sale for arrears of 
revenue by Gkivernment, the sale is advertised in the local district gazette? 

A. — ^Jn Government areas they give full advertisement, besides notice 
to the party, but in zamindari areas I do not think there is any advertise- 
ment. In fact I am the biggest ryot, and in one case I did not know 
but ray lands were sold. 

Q . — Do you think that any provision for advertising the sale would 
help? 

A. — That is vei^ necessary. 
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Q . — ^Xou iold m that the lamindari ryoin are not much inieretsted in 
taking loans and improying the lauds 1* 

A. — Yes; they aie not much interested^ because Uiey do not get and 
they cannot get moneys Where could they get money for improving their 
lands and how could they get? It is not that they are not interesteil. 

Q. — Are there certain classes of areas in which tlm eamtndar and the 
ryots share in certain proportions? 

A. — Yes; these tracts are many in the provinc'e, 

Q , — Ls it to tlie interests of the tenants in such cases to improve the 

lands? 

A,— ^Not at all. That is wdiat I have .stated. Even wdiero rent is cjoin- 
muted, it is not [>ossible for the ryot to iin|»it)ve his land iHM'atise tlie [)rc>- 
visions relating to the registration of the land improvement are so very 
cuml)ersoino in the K-states l>and Act. 

(j . — You wanted a lertain rtH'ord of rights to he kept in the Hul)- 
Registrar’s oflBce. You sav that in some of the zamindaris lands are not 
surveyed. I believe that in many zamindaris lands are already surveyetl. 
Are they not? 

A. — I conteinj)late tw'o classes of cases. 

Q. — We are taking tlio case where survey has already lKM?n done. In 
your district are there not cases of sniv«‘v and settlement of rents iintler 
the Estates Land Act P 

A. — All the.st^ things are there. 

Q . — In such cases is there not a ro<'ord of rights prepared? 

A. — Yes; hut tliey are confined to a few village.s. government resort 
to the, illegal c<Muse of sanctioning only survey without a re(M)nl of rights 
against the clear provision of the Act. 

Q , — Do you mean it is not a survey with a reconl of rights, hut only 
a mere survey? 

A. — Yes; it is most illegal, hut still that is done. I proteste<l when 
the rules under Chapter 11 wen' revise<l. 

Q . — You say it is only a survey showing thc^ actual extent hut not a 
record of rights sliowdng to whom it helongs? 

A. — Yes; showing the occupier, his right>» and incidents of the holding. 

Q . — Do you consider a mere survey of that sort to he useless P 

A. — It is advantageous only to the zainindnr in show’ing the full extent 
of the lancl ; and no om' knows anything. Tlie ryot km>WH not his rights or 
incidence. 

Q . — We are now' only considering the question of tlie financial facili- 
ties the agriculturists and we uchhI not go int/O the oilier C|m»stionP 

A. — 1 am only saying that neither the co-operative society nor the 
money-lender can know the incidence of flu? ryots. 

Q , — Are there case.s where along with .survey a record of rights is 
preparwl ? 

A. — Yes; in some cases where the ryots apply, both these are prepared. 
There are three classes of case® under the Estates Land Act for survey 
and record of rights. One may he done by the Government when the 
estate is under the Court of Wards. One could he at the instance of the 
landholder. Another could h<* done at the instance of the ryots. If it is 
done at the instance of the ryots, both these are undertaken because the 
ryots would not leave without^, the record of rights. In the other two cases 
the record of righta* is not generally prepared because? it is to the advantage 
of the landholder to keep the ryot and the court in darkness. Even in 
Venkatagiri Estate it is not prepared. In many other districts and estates 
T know that that is the f»ase. 

Q . — ^Who ia in charge of the record showing the patta, the extent and 
the owner of the land in xamindari estates P 

A. — The aamindar himself is in charge of it including the survey plana, 
public copies of which are not available to the ryot even from the Survey 
office. 
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Q. — Is it open to any m6mi>er of the public, supposing he wante to give 
a loan upon the property in a isaniindari area, to get accurate iiifonnation 
r^urding the tenant's land and the person in whose name it is registered? 

A, — If the zamindar cares to give him, he will get it. But even then it 
may not be accurate, Ixjcause one man may l>e enjoying it and yet it may 
be registered in the name of another, 

Q , — Do you moan to suggest that the register or transfer of pattas Is not 
being done promptly by the zamindar's officers? 

A . — They are not promptly done nor are they legally done. 

Q . — Is there no provision in the present Kstat4‘s Land by which the 
zarnindar can post a register for transfers? 

A. — It can 1)6 done but that is cumbei-some and expensive, 

Mr, (iopala Menon : Mr, Das, you say in your written evidence that it 
is not i) 08 sihlo for the ryots to effect any permanent improvement to his 
holding. Why P 

A. — The reasons are these. In the first place, the zamindari ryots 
poor. In the second place, if it is a land under the sharing system, he has 
no inducement. If it is a land on which rent has been commuted, even then 
ho must have the improveinents registered under the provisions of the Estates 
Land Act to save him from enhancements of rents which are by themselves 
expensive. If these aro not properly registc^red, even after 20 years he 
will have to pay a higher rate of enhancement of rent for not having regi.s- 
terecl his improvements. Thirdly, say, for improvement in the sense for 
sinking wells or irrigation works he must have some lands. That means 
pennission of the landholder, purchase and all those difficulties. 

Q — Who now attends to the improvements, sat, to tanks, sluices, dama, 
etc. ? 

A, — Under the Act the zaminclar has to do it. 

<J>. — Does he not do it? 

A . — To my knowle<lge a zamindar very seldom attends to any of these. 

Q . — Can you give us an instance where the ryot has effected improvements 
on the holding? 

A, — I say it is not possible bc'cause of hi.s poverty. 

Q ,' — He gets 50 per cent of the gross produce. Is it not? 

A. — Yes, but please think of the investment of capital and labour. 

Q — zamindar gets only 50 per cent of the gross produce taking into 
account the capital invt\stod on the land? 

, A. — Irrespective of that be gets bis half because he hOvS to invent nothing. 
Where rents are ('oiamuted the legislature ensuros him rent even in a famine 
year. 

Q . — Then you say lie takes the interest on the money invested on the 
land and also 50 per cent? 

A. — He has nothing to do with interest becau.se be never invests any. 
He only takc^ a linlf of the gross produce, 

Q . — So the interost if any at all is included in the 50 per cent of the 
gross produro? 

4 — I do not understand you, 

(1. — A sum of money is invested in that land and you have to calculate 
til© intere,st on that money, and you say that the zamindar gets only 50 per 
cent of the gross pitxluce. So to arrive at the net produce he has to calcu^ 
late the interest on the money investeil on the land. Is it not? 

A, — ^Yes, l>eoause he never invests. 

‘Q, — The ryot who is cultivating the land gets 50 per cent of the gross 
Do you think that it will not he sufficient for him to effect improve- 
ment in the ordinary roursc? 

jl.^l'ifty per cent of the produce is not enough for the ryot to meet the 
expanses of cultivation. When such is the case, how could he invest more 
^neyP Investing more money means paying half of the outcome of the 
investment to the landholder. In tlie first place he cannot get money and 
in the second place thero is no inducement. 

You say that the ryot borrows money from the Sowcar. For what 
purpose is it? Is it for improving the land which he holds? 

A , — For his own expenses or for raising the crop. 
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0. — Is it for permanent improvement or i« it for annual impi'overrtont? 

A . — Gotterally he nev'vr *K)m)U '9 money for iinpix^vement'!^. 

O , — Perinauent improvements 

a. — Permanent or temi>orary. 

— go your idea iv that the 5() |>er ixmt of gross* prodiu'e which the ryot 
gets is not enough for c\*!tivation expensi's and to etfwt improvements to 
the lands 

Tt is not at all enough for cultivation ex|>enses. lal)our and for hi« 
supervision. 

Q . — You say that it is a misfortune to the zamindari ryot to have co- 
operative smuetios. WhyS 

.1. — The reason is this. He rannor diicvtly npnroach the <x>-operative 
societies and get loans, 'flie only way he ea»i gel the loans is tli rough the 
medium of the landholdei or his authorized agent. In the case ot lands 
which are ujuler the sharing syst^Mo. that is. when* tiu* share ol the land- 
holder is paid in kind or in money nr whatever it might he. they only lease 
out the produce* year hy year to the middU*im*n or to tlu* ryots. In leasing 
out the prmluce tliere is a lot of hargainiog. 'Plu* zaminthn* oecH'SNurily 
demands a larger sum aiul the ryot otfers a lowt r Kino aiul then llu* middle- 
men or tin(fit4ifii)i s eome. 'I'he r yots :n*e at raid of a rnoi'tgager. There is 
furth(*r mcyliation ami the zamimiari oflir ial who sa\s to the tenant * I a ill 
Recnre you money at a low<*r late of inter e^^t ami \’ou may a<r*ept tin* leas<* 
on the (smditioiis of their securing loans from thr'se soeit'titvs at \) |>er <‘ent. 
Ko this indmx'iiM'ti t to s(*erin* inoiiey at »t lowi'i ral»* ol interest than the 
ordinary market rate for him to pav oft the lamlholilei* inak<*s the ryot to 
agree to the higher lt*ase aimmnt is certainly a inishntnne. 

*j.. — It is only a ease of rackri'trt ing then? 

.4.- It is not hy itself raeki<*nt ing l>nt rt h'ads t«» it hy an indirect nml 
• niulerhami method. 

Q. — Wnt want tli(‘ri tin* money-lenders to he invt‘s{t‘d with all the rights 
which a co-operat i\ i* so( i<*ty possesses now " 

.1.- Y('s. that is my suggestion, hnt not for' tin* nlxivr* rt'asons. 

— \V(‘ aia* concerned more ahont pointing out nn*tlmds of helping tlio 
ryots in improving tIu' land and in that eonm*etion moi said tliat tin* indivi- 
duals in tin* lo( alit> nia> Im* rMpi i|ip«*<l w ith tin* rights w hich tile r o-operat h t* 
socir't ies now |Mrss(*ss. If (ln*\ ar«* given these, do \<mi think it will l<*ad to 
tin* d(*velopment id agnenll nral finance in the liitur** " 

.1.- Yes. M\ evp<*i n'ln e is that tliesr nioney-h*nders help agrienitnral 
hnam*<‘ ami tln‘> are iiiaiiil\ In'lping the agrnulturists and the only tnmhh' 
ahont tlnni is tin* rate of interest. This you ran hring nmlei control if 
yotj. fix their credits, lend them nione\ . alMj exercisr* snpeia ision and control 
ov»‘r them and al>o help tliein in easily leali/aiig tln*ir money. 

Is it not enough il >on hav<’ more co-operat ivi- societies if the present 
nundK*r ot eo-op<Tativ<‘ so( u*f n*s is not a<hHjUat<* for the purpose r' 

.1.— I Kjiv that tin* co-opei at iv<* so< i(‘t ii*s cuunot Indp tin* lyot for all time 
IxM-aust- their mone\ is i<‘<|nirc*d to he paid hy the end id tin* yi'ar. 

Q. In !'e|)ly to Mr. .Mnniswaini Nayrnln's <nn*siion yon said that your 
idea in liringing tln*se iiidiVKluals under tin* prote< t ion of the ( ’o-o|»ei at i ve 
SiK-ieties Act is to giv<* them more < i<‘dit fin ilities Is it not " 

.1. -1 meant both tlie r-oiivenience ami the in*('essity. 

Q , — At file saint* time you wanted tht*se iinlividuals to ht* given (ledit in 
hanks? 

A .- Yes 

0. — I wish to kiMiW what seeiiritit‘s these imlividnals ran ofTer to these 
hanks for the <n'«‘rdrufts or advainx^s they may retiuire? 

.4. — I did not mean tivtutirafts. hut only atlvanees. As for niystdf ( posst*s<9 
credit for Hs. 5tt,<KK) in the hii|H‘rial Bank of India. 

Q . — Then you mean that tlit^* titdivicliials should |K)hm*ss lamis? 

A. — Yes. thex' have I.mds, | do not want the hanks to give a(lvaiic‘<* to 
individuals who eannot furnish s€*ciirity. 

<?.— Which are the hanks yon have in view then? Is it the ImfMuial Bank? 

A . — I have no faith in the Tinperial Bank. 7’hey cannot lend liocauM 
they are prohihitod hy their rules, and can hav(* nothing to do with agri* 
cultural loans. 
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Q. — You duiuot gay tliat they can hare nothing to do with agricultaral 
huanee, Tboy have got gomethiiig to do with it in an indirect way ^ough 
they cannot advance direct loans under the Act. 

A , — That is what 1 say. 

Q , — So you think that the individuals who have lands could be supplied 
with credit? 

A. — Yes, from some bank or the co-operative central bank. 

Q . — The money-lenders now you have in view are mostly Sowcars. Is 
it not? 

A.— Yes. 

Q , — Most of them possess no lands here? 

A . — Most of them have lands in the villages. 

— For your purposes is it not enough if they are rc^gnized as regu- 
tored nKjnoy-lenders or ix^gistered banks instead of bringing them under 
the Co-operative Societies Act? 

A. — Tnat is something. 1 suggest some way of co-ordinating their activitiee 
with the provincial banks. 

Q . — In that ca.se you are agreeable to bringing all the indigenous bankers 
under n registered boai-d? 

4 — Qh yes. 

Q. — So you want these money-lending institutions to l)e brought under a 
hoard instead of declaring them ns <'o-opcrative societies?^ 

A.— Mine is only a .suggestion. 

Q . — You say that the rate of interest in the zamindari area is higher and 
the value of land is lower. Why is that? 

A. — The ixJOHons are obvious and I have given many. In the first plac^. 
the Sowcar does not know the amount of i-ent he ow<^ to the Inudlmlder and 
ho does not know when his lands would Ik‘ sold and then again ho has to 
pay half the gross produce. So there is very little for the ordinary money- 
lender to 1)0 })rofit<Hl l»v lands scKured to realize his dues. Whatever the 
ryot gets to his share is oonsuiiuKl by investment. So there is no induet^- 
ment. ('onsequently, the money-lenders demand a higher rate of interest 
and moi*e extent of land ns security. 

Q . — Ts not the security of standing ciTips a(‘cept(Hl ? 

A. — No, it is impossible. bet'Huse zainindar under the Estates Land 
Act has the power to distrain and he does distrain standing cmps for liis 
arrears of rent. 

Q . — You said to Mr. Muniswami Nuyudu that no recoixl of rights can be 
obtained at the taluk headquarter and any information can he got is only 
from the zainindar. Are there no land mortgage hanks in your area? 

A. — There are noiU'. Ilut whei-e theix^ are in certain districts, it is not 
possible for the zamindari ryots to get anything from such banks. In some 
eases, e.g., Veiikatugiri zamin ryots, they have approached these hanks and 
have lieen refustxl. 

Q , — Ts it beeause they could not furnish the information required? 

A. — It was because of the uncertainty of things. If you want I will give 
you specific instancTes. 

Q, — Do you think that land mortgage hanks will not lie siieces.sful in 
zamindari areas? 

A. — Not unless the Act is amended. 

Mr. Hameed Sultan Marieair : You say in your written evidence that 
the 9 per cent interest charged by the money-lender is lower than the interest 
charged by the Imperial Bank. How is it? 

A.*-~It is because the Imperial Bank generally advances money at 8 to 
8J per cent interest and then interest charged in every 3 months, i.e., com- 
pound interest is calculated, even in a half year for which they advance 
money. 

Q , — You can pay the interewst after three months, that is not compound 
interest? 

A, — ^Money-lenders calculate interest for every year. Interest not paid in 
a quarter becomes compound interest. I know it. I myself have a bank 
account. 
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Q . — you sav that the mouey-lender'j» rate ot interest ist ehoa|>or thuu 
that of the Imperial Hank? 

A, — Yes, certainly. Nine i>er I'cnt is far l>eUer and chcaiier than tbo 
iiiiperial Bank rate, because the inan gets it readj' at hand ami in regard 
to repayment also he can take his time whereas if it is from the luii>erial 
Bank, he has to pay the money just at the e.Kpiiy of si.v months and the 
Imperial Bank calculates compound interest everj^ three months if interest 
is not paid. So tlie money-lender's 9 per I'ent is far choaiKu* tliaa the 
Imperial Bank rate. 

f . — You said the interest ranges from 0 to 18 per t*eut. 

. — Yes, according to the crcnlit of the luiritiwer and tile swurity offered . 

Q. — 1X> you think the proUs^-tion affordcnl to the co-oiierat ivc .societies 
siiould l>e given to the money-lenders ? 

.4. — That is my suggestion. 

Q . — I want the general sense. 

*1. — I tliink that is the general feeling. 1 have coushIUhI also some 
leading money-lenders in my district and they agivc to this. Alter all the 
money-lenders do not get nun h. 

Q . — Do you know that there are some inercliunts who get money from 
the Imperial Bunk and re-lend it at, say, 12, 15 and 18 per «ent interest to 
others ? 

A. — Yes. There are some gentlemen making profit in that a ay. iKS-auso 
smaller neopie (aimot get ertslit in the ^InnHo ial Bank, and the linpcriai 
Bank will not finaiuT them, 

y. — You say in your written evitleine “ AViei making Hllowams^h for 
(•ollection, legal exiamses both direct and indirect including tips, stamp 
expense^ difticulty of getting possession of immovuhle proj>erty, whimsical 
estimate of tlie Income-tax Officers %vith heavy raU^s of inc'oinc-tax and the 
attendant troubles and dangers, the net imxmie of any village money-lender, 
on the wliole, cIck^s iu)t excsnsl the Imperial Bank raUv" Is it so? 

A. — Yes, 'Fhat is my feeling and that is my expenence. Money-lender^ 
ufteu run into l»ad ilebts. 

('hainnun : The Imperial Bank also rims into bad debts? 

4 — But tbeir protmrtion is far lower than ours. The money-lendci sume- 
times loses the whole of his amount, sometimes in thousands. 

Mr. Th (nnas : Mr. Das, I should like to ask you on a few jHiints. You 
nay you are a cultivutcjr and a land owner? 

.4. — I said landholder, but in a sense a landowner also. I am the biggest 
cultivator. 1 hold lands under the ryotwari tenuis* and have also mam 
lands. 

— C’an you tell me what is the uereuge of lauds winch you hold under 
aamiudari. I want only tlie approximate extent? 

A . — Aliout 2.000 acres. 

Q . — You do not cultivate the whole land yourself, I suppose, iiuvo you 
sublet it? 

A.*— No. Aliout half. 

Q , — The rest you are cultivating youi^elf ? 

A. — Yes. 

Q. — You have given, I suppose, .small holdings to different cultivators? 

A, — Because 1 am a big ryot and an influential ryot I cultivate the 
biggest portion. 

Q , — What al)out the holding you have distributed among other people? 
What is their average size? 

A. — ^They arc of different sizes, say, .some half an acre, some one acre, 
some three acres, etc. 

Q, — By lioiding I mean tbe total amount of land which is cultivated by 
one holder or by one cultivator. I do not mean the size of one field, whicn 
varies? 

A.— Generally one cultivator has under him 6 to 8 ncn»s. He does not 
cultivate unless he has that extent of land. 

Q , — ^That is the minimum? 

A.-**Ye6, that is th© minimum. 
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Q . — You Kay then that tfit> iniiiijiiuin holding; in your pai’tK is from 6 to S 
acres, and that nobody liohls less than that acreage y 
A, — Unless it is so, the ryot does not own a plough. 

i'hmnniin : fs it dry or wet JandP 

A . — Both dry and wet Jaiid. Kvery liolder niiiA have some dry land lor 
his ragi crop. 

Mr. Thomas: Wliul is tiie {ooportion of iliy to wet land:^ 

A . — OeneraHy one-iomtli to one-fittli. 'riiese dry lands in our parts ai-e 
all on commuted rents tiom time immemorial. 

y. — I should like* to ask you wlietln'r you do not think the e-ultivation 
of a hii'ger holding is moie economic than a smaller holding. Of this you 
might have e.vperienced in your own farm. I mt*an. what will be the €* 0111 - 
jiarative e\pensi\ eness of cultivation m the ditlerent sizes of holdings P 

A . — It de[»ends upon the |K*rson cultivating. In our eas© we are mere 
sujKM vihors, sujx i V ising the cultivation. In the case ol the agriculturists 
they cultivate it themselves with the help ot the memliei-s ol their lamily, 
their wives and children. 

Q . — Apart trom that will the cultivation expenses per acre he reduced 
if you have a larger holding. W ill the out turn j)er acre l>e more in the 
ease ol a Iaig<‘ hohling that in that ^>1 a ■^mall oner* 

A. — Certainly, i) you e(mld invest more money. 

But. not moie p('r aere:*' 

.1 . - How eoiihl it Ije!** 

~ not c ertain economies result Irom large* scale iirodueticiii ^ 

A. — Yes, His expenditure will he icdiuod and the outturn will be more, 
that is, ii you take* everxthing iii terms ol’ money. 

Q. -ilow is it that those who liuld zamimlari lands liave no intercbt iu 

imjU’oving themr' 

lune already said, 

-Yet tlic‘N get o(* i>er cent ol tlie outturn ol the pi’oduee. It is certainly 
to tlieir mterest to imj)ro\e, it they can adord. il they have got the moneys 
.1, — K\eu it they have money, they Jiuve no indueemeiit. 

"You say cn c'ii w here there is jjkhu'v there is uo inducement. W iiy r* 
A.- 'Beeau.se an outsider wlio calls him.sell the landowner takes away 
f)ne-liall ol tlie gross |)ruduee w itiioiit contrihuiing anything either to raise 
the erop or to improve the land. 

— So however much you imi>rove you will liuve to pay hull ol what 
you get-^ 

A.~"Y’es, we have to j>ay it it is held on the sharing system. 

(,1. — W'hat modifications do you suggest!-' 

A. — I suggest that ti.xed money rents .should lie settled and coiupulsory 
survey and rc'c-ord oi rights he insisted upon. 

Q . — Will that give sufficient interest to the ryot to improve liis laudP 
A ~-^Y"es, H you limit the demands ol tlie landowner the big ryots will 
be induced to invest money lor land impioveiiierits. 

' Q . — You say that in zamindari areas you should have fixed money rents 
not sharing ol produce? 

. A. — Y’es, that is it. 

0.*— Have yon any more suggestions? 

A. — YVa: simplihcation ol tlie method of registering land improvements, 
i.e., whf'n 1 invest Rs. 10,000 in improving my land, the law’ requires that 
it should he registered in the of{ic*e of the C’ol lector to the effect that the 
land has l>een impi-oved hy the ryot or the landowner so that when afr<»r 
20 years the question of enhanc-ement c'omes under the provisions of the 
Act, this luipuovement will be taken into consideration. 

0. — ^WAiat is the difficulty now? 

A. — Now’ it is cumbersome and expensive. So if lioth these ai'© done 
there may be some inducement, * ^ 
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— D<> you kuow of any Kaniindar who has Htartod any co-operativo 
society and who takes any interest in its working^ 

.1, — 1 do not know of any. 1 stiy that if they do, it is to their intemst. 

] know of no cases where rents have het'ii lixtHl. the aaniindar taking any 
intei*est wluitever. Where sluiring system is in vogue, they take «ioiiR> 
intemst just to indiu*e the ryot to take money to pay them. 

Q . — \ou spoke ot different elasses of cesses collected hy the aatntiidar'r* 

.1. — Illegal t't^sses. 

Q. — Illegal cesses. I want to know aUout them from the i>oint of view 
of iiidehtetl ness, of the peasants!*' 

.1. — Tliat varies in various €»state.s. say for instaiue in Gatijum divstriet 
we have got l(i or 18 estates. In Attaguila K-state there are alMiut two kinds 
of iliegul cesses, while in Dhnrakote aUiut 10 kinds and so on. 

Q . — What are tlu' purposes of those y 

I — p\)|- maintaining the clei ical stall. ItU’ maintaining the horses and 
the elephants, tor the inui<[ ftuju ol the landowner, for the construction of 
the cur. etc*. 

Q, — How much per acre wcmlil all tlioso coim^ toy 

.1.-- About .‘I jUM' <-i‘nt ol the* rc‘iit amount. Init they vary aith Kariiirularts. 

- Ifc'gaiding Dliankapoda village you sa,\ it has a jM^juilation of l,f*00 
and an iridchtcdncss ol Its. iti.tKK). So far as I have schmi the iiidef»ti*dne>s 
is not vc*rv great, in uhat u a.\ have yc*u ai rivcsl at I hcsi* (iguresy 

.1. We have* lent sonir momv in the village 'I'hcre arc also othens ivho 
have lent inom‘\ to tlioso \ illagors. riic lignrcs haxc Ims’Ii arrived at b> 
IcKul ciniuiiv. 

(,>. Have you c'lapun**) <il those* u ho have lent iiioiu s or those who have 
•Iku rowcsl nionc*> y W hat about tin hand hainsy 

.1, — I biix'c* said that tlu* hgure*s are* only approximate. 

V- Vou probably asee i ta ine*d it merely I roin the nionex -lenders y 

J. — That Is only pij.ssible. be-causc many will m»l tell xdii boxv iiineb the\ 
have borroxxod. 

(/. — Hoa do Non draw xonr Iniids, the funds xon arc* dealing my j>o yc»u 
take any deposits y 

*1.— We do not take any de|K>siis, Sometinic*s xve tu)>:e inoiu'y from tlie 
Imperial liank. I am not a dc’t>o.sit banker. 

Q .‘ — At xvbat rate do yon take from the Imperial Hanky 
/I. — Oil! It is awlul. It I borrow on the basis ol my credit it eoim*s to 
per cent. If on tlie sec urity ol paddy, xx itb inspection charges and hu 
on. it comes to about 10 to 11 per cent. 

Q , — The Imperiul Bank has got a lixc'd rale wliieh t}ie\ determine from 
time to time. I’ou get a certain iicrcentage over the bank rutey 
A. — Yes, at the prevailing rate. 

Q . — Sometimes the Imperial Bank rate is as low as 4 c3r o per cent at the 
Presidency towns. 

A . — Tliat is information to me. 

Q . — Your business is .simply book credit y 

A, — YY's. it is book ci*edit, but the rate is never 4 or d per cent. 

— At what rate do you borrow on prcnluce loan y 
A. — On produce loans they charge 8 per cent. Inspection and insurance 
charges come to a big sum, 

Q, — How" much are the additional charges y 

A. — Wliy the first time I borrowed on paddy, it came in all to 11 per * 

cent. 

0. — For what purposes do you lend money to your clientsy 

A. — Mostly for agricultural purposes, hut lor various other pBr|>oses also. 

n — Will you st>etdfy them in the order of their imjmrtancey 
A.— For sowing. In tlie sowing .season they generally take nmney. Then 
for purchase of manures for sugarcane cioii, and then for payment of kist. 
These are the three important oeea.sions. 

Q. — Do yon give loans for purchase of lands y 

A. — ^Sometimes .some people purchase iiiaiu latids^ but I do not think any 
take loans for that. 
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-What afjout louii« for marriages and for buying jewellery? 

-1 do not think they take loans for buying jewels, 

-Do the people not generally use jewellery in these parts? 

-Very little. Generally here I know of people using German silver 


jewels. 

J . — What about marriages? 

. — The tendency is for marriage exjieases to go down. 

0 . — Do they not specify the purpose of the loan? 
il.— Thev have to. We have to write it in the deed. 


f: 


-What i>ercentage of your loans arc given for marriage expenses? 
“A very small peneentage. 


y. — Surely they would bo recjuiriug loans for marriages and other cere- 
monial functions. If they do not come to you, to whom do they resort for 
such loans? 

A . — We also give sometimes loans for such purposes, but generally we do 
not. 


(^. — Out of the total loans that you give in a year what percentage will 
bo lor cultivation expenst*s, including buying of manure, seed iinpleinents. 
etc. ? 

A. — It is rather tlifficult to say. but most of the Joans are for that pujpose. 

Q . — For paying kist? 

A . — I have already stated. 


(ib -And what percentage lor marriages, funerals, etc. ? 

A . — You may take it at one-seventh or one-eiglith. 

O. — What is tlio highest interest you charge? You spoke of [) per cent 
as the lowest? 

A . — I think ne have aliout IB per cent. 


y.— ln wliut kind of Joans do you chargo that interest ^ 

.1.— When the season is pressing, say during the kist paying season, and 
then in the sowing season. 


— For what ( lass ol ptH>ple do you charge that higher rate of interest? 

A. — If the .secuiity is not good, the inteiiest is high. Generally for 
ssamindari jiruyati lands, the rate of interest is high. 

V.-~Do you lend on the stipulation that the produce will bo given to 
yo\i ? 

A. — We were rloiug that before, but now we tlo not do it. Now tlio 
tejideney is, alter the advent jot the co-operative societies to got Jiionoy 
from the eo-operative societies and pay it and not pay in kind. Tlio ryots 
do not agree to pay in kind say in paddy or agrieulturul produce. 

Q. — Do you then get buck your advances in money? 

A . — JBometiines in money, sometimes in land. 


». — What percentage of loans end in the passing of lauds? 

. — ^Say about half or 31101x3 than half. 

— I do not think I understand you? 

. That is it they fail to pay the money, tlie lands are sold. 


\"ou mean to say that in more than 50 por t'ent of the cases lauds 
U^ve to b© either sold to you or to others and the money paid to you ? 

A, —Yes. In some cases w© buy the laud in others we arrange tlie sale 
or the land. But wo have no inclination now adays to purchase lands. 


-At what kind of price do tlie land go? 

-If it is by negotiation it-goes for a fair prit^. 


f. — ^Wliat commission do you charge besides inteiest^ 

— Nothing. 

0.— Whatever inter^t you charge is simply added and nothing else? 
A.— Yes. No coinnussion, hut they bear pai-t of the expenses of th^ 
aocumeuts and execution of the mortgage de^. 
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Q , — Tf a p<»raon wants, gay, Its. 100 do von fsiivo him tbo wholo of that or 
io you deduct the in^reat at tlie b^imiiuR and give him only the balanoeP 

/I. —We do one things and that is to advance money on chitta and after 
W»»e time, after some more transactions take document and close the clutta. 
U is not customary in our place to deduct the interest first. 

Q , — Do you think that the smaller borrowers or the bigger borrowers 
return the money at the proper time? 

A . — My experieiu'e is no man returns money in the projier time. 

Q . — Do you think that co-operative societies have an advantage in that 
matter P 

A. — That is the reason why wo are handicapi>ed. I said that the r>'ots 
come to ns and Imrrow at a higher rate of interest to pay the oo-o|>erative 
societies. 

Q — What i>ercontage of Ioann is given foi that purpose — for returning 
C'o-operative loans? 

4 — T cannot say. hut I know of inatiy huch caw^s. I (1<» not hade to these 
money-lending hnsiiu'ss ; T only snix»rvise. 

Q. — You said about linking up of the village money-lender witJi iho 
village co-operative siK'iely. I should like to ask yon one or two (piostions 
aliout that ? % 

4 — y^,i, welcome. 

Q . — The main piirjK>se of <s>-opcratK)n is w'lf-lielp of the smaller men, 
whether ryots or nandicraftsiiien. Do you think that that purpose will Ik«i 
serve<l by giving all th(‘ (irivilegcs of the c'0-o|M*rat ive society to the money- 
lender ? 

.4,“-T think by proper sup^Tvision and control we conid do more good 
to the people. 

y.-“But the pconh* are not finding them g<M)d, You might fi»ed iliem 
w'ith a spoon, hut w’hat they ihhhI is self-help. How can yon replace the co- 
ofierntive smieties so long as von are not in a po.sition to create in them 
the spirit of M‘)f-help whi(‘h is the essence of co-operation? 

4 — I say take it ns an c\|MMimeiit. It it is p<>Ksihle and if it sius'eeds it 
is n very g<sKl tiling. 

Q . — Our ohj(Ht will not Im* secured by giving facilitu's to money-lenderH? 

4 — 111 that case you will have to change the* systeni of <‘o-operaiive 
KO<‘i€>ties, allow them long-term loans and accept from them in part pay- 
ments, We allow borrowers Ibnger terms and a<ss*pt niom'V in parts. 

Q, — Oo-oiH^i ative s<K*ieti«»s also ae’cept money in parts? 

.4,— They do, hut ilo not wait longer. The co-operative society insists 
on the bjan to i>e |)nld in the r^oni-Ke of the year, hut the ryot is not able 
to repay uli the money he has taken in the 'course of the year. 

Q. — He renews the loan in that case? 

;1. — How can he do that unless he pays money on the old loan? Wlioro 
is he to get tin* money? That is the reason they come to get the money 
to pay off c<»-o|M*rative societies and then get the loan from them to pay 
us. 

Q. — Is that so? 

A , — I have not come here to represent my difficulties liefore the Com- 
mittee. T can take care of myself, I suggest this only as a possible and 
necessary remedy; if yon think s<>cieties function useful work. 

Q , — Would you like the registering and licensing of money-lenders? 

A. — I have no objection, in fiw't I think the money-lender should bo 
hrouglit under control. 

Q . — Are the accounts of the money-lenders audited? 

A. — ^Tliey are now audited by the Tneomestax department. 

Q , — But some small money-lenders in the rural areas do not keep good 
or a scientific system of accounts. Don’t you think it would be very diffictilt 
to audit their accounts? . . 

A. — ^Yes; that is why I say select the money-lenders and give recogiiiti^ 
to Hiem, insist upon pfoper accounts to be kept and give them credit facili- 
tiea. 
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Whatl Canliot the money-lenders join the eo-operatire societies or 
fitart aocietien along with others? 

A . — How can it help them? 

Q, — You say you can get proper iiitereHt from the co-oi>erative society P 

A . — Well sir, intei*eHt is not the only criterion. Money-lending has its 
own influence and its own advantages also and interest gives a gocxl -return 
to those people who are able to collect them. 

Q . — Why not all money-lenders put all their money in co-operative 
societies and see that the society runs properly. In that ca.se they can 
get their money very easily? 

A. — You mean put in the hanks? 

Q. — Yes; co-operative wKieties have got their own hanks. They con 
pnt their money there? 

A . — Tinm alone will cure that. In fact I am raising that question so 
that Government may extend protection to money-lenders also. 

Q , — That will hc^ solved if the nioney-leiulers take u[K)ii tliemsclves the 
running of c*o-o[>erative s<K ietioK? 

A. — In fact I am asking my people to wind up their money-lending 
business and invest tlieir moneys in co-operative societic's IwH^airse they 
get 0 per cent interest and I know it a lu'ttei- return. 

That is nil. 7'hank .\(»u Very much. 

('hn'nmati : I sliould like to ask you one oi' two more questions. With 
regard to yourself is your family money-lending family? 

.4. — Yes; it doc^s money-lending hnsiness besides we are ryots. We were 
also having some husiiu'ss and trade in the i>ast. 

Q. — You suggested that the money-lenders lend money to the ryot fo 
Imi repaid to co-operative societies. Am i right? 

A, — Yes. • . 

Q, — (!o-operative so(‘i<‘ties in certain cases have been formed to enable 
the ryot to repay the money horrowcMl from money-handers. Do you know 
of any citses whoro tliat holds J^ood? 

.4.-^1 have nof known of any smh eases. 

Q . — You know the cmm' of the Attagudda (Vntral Hank? 

. 1 . — I know (h(‘ sc'('ietaiy rtailizcsl sonu' money. 

Q . — It was startiMl lo enabh* a group of money-lenders to recover their 
loans Wlii(h otherwise they eould not recover. Is that n fair statement? 

.1. — That n as a soIita!\\ instance. H('cai4t.e he, the money-lender, him- 
self was tlu' sccretaiy, and had a nund>er of bad debts, lie got tlie money 
for them from the bunk. That is what the zaniindai^ are also doing. His 
was a sptH'iul position and he took advantage ot that j)osition. 

— Chui you t<*ll me another thing? Most of \()nr lands are in Atta- 
gada yaimiiKlari. Theie are very few eo-optuat i ve soci«dies in Attagnda. 
Cun you state the numlaM' in Modagada I think tb(*rx‘ is none in Khalli- 
koti*. Can you tell me why? 

.4. — The success of this movtmient depends on tiu* interest of the zainin- 
dar or his officials and they do not do it unless it benefits them. 

AVh y should tliere be a large number of co-operative soeietie.s in 
one Cvstate and in the m‘xt door estate there should be very little? 

.4. — Bet‘uusi> the e.stat** tiffieial, the sari'<htadar is eonm^ted with this 
banking business in Kballikote. 

— So you suggest that it is fpiite due to a personal intere.si of an 
estate official ? 

A.— Yes. 


(The witness tiuui withdrew.) 
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• Oral evidence. 

Th ( Imintum: \Vt' aro lor yonr nolo, .\fr. 

You aro fho So<T(^t«rv oi tlio Afidhra Bank, X think. Aix> you not P 

A Y(‘s. 

- Ifow louK lin«5 it )voon rinnun^y 

.1.- Shu'o Koptomlau* 

M’liat (iiplialy 

A. It** [>aHi up (apitul is P.'s. 1. 1C. BOO. 

Q.~' Its suliscrikod oapila] is a ooiisidorahlo amount more. Is Brnot? 

.1." It is only !<’(‘<'ntly tliat wo rais4‘d tho oapital. d'lio sul>s( i iliod oapiial . 

Yiow is Ms. l,:n.<KK) an<l iun<l up Bs. l,]C,0tK). 

t?.--TTavo you mucli diflfiouHy in iiuikin^^ tho sharodiohlors pay up? 

.1.- Not at all. Our shan'i* an^ sollinp; at a j>romium and tliiuc' is ji 
rush for them. 

t?. ~iVhat is tho nature of tin' hu.sinoss that is (h)iH» pai t ioularly in 
your hank-' 

.1. At proM'ut wo ar<‘ nuuoly a<IvanoinK to ])ooph‘ busino.sHmcu iti 
jmrtioular, aj^ainst joint pio-ii<»tos, dis(*ouutii\ji lulls on sovoraf statioiiH 
and Wi‘ an» also roo<‘ivinf^ tlxo<l d<*posit>4. That is all tho htisinoss that 
w<‘ aiv now' handlinf^. It is only rocoiitly that we l>OKJin advancing against 
prmluco hut we have not made rnmh headway in that dirpotif)n, 

Q . — Your bank is Avorking iinh'pondontly and is not linkcvl up with any 
other hank? ^ 

A.— No. 

Q . — Do you haA'o inueli current account husinoss? 

A. — Not much husiness. Our balantx^ is about a lakh of rupees during 
the dull season and during tho busy seasons it is about Rs. />0,0f)0. 

(>,— Wliat is the reason for not using current accounts morc.^* 

A. — Tt is mostly hecatise tlu> people are not acc*ustoiTu*<l to keep their 
money in hanks and there . >o not banks to encourage this habit in the 
people. The Imperial Bank does not cx>rK‘ern itself much with oncoMjriiginiii' 
this habit. " 

Q , — Do n<|| tlie people deposit in current account in your bank at allP 

A. — Not much. 

* For written evidence, ride pages 704-710 of Volume HI. 
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C^-^What clo you give? 

Wo give 2| per cent. That is something. What monies thej- keep 
^in their own safe* they manage to kcM'p in ours. They <lo this l>ecaitse ot 
^ the interest tKoj' get. 

WoiilcJ"* it not he a gfsid thing to encourage current account banking 

more ? 

A . — t’ertninly. 

^ O.^Do you suggest tluit the niain iuducemeut to open such aceounis 
is the iiiterf‘st offercHl ? 

.1 . — Tnu*. Hut it also tlepemls u|>(»n the distance of the hanks from 
the husiiieHS centre, ilitherto the imi>erial Itank has l)ei*n there hut because 
of the distance, I sup|K»se. from the husiness centre, peojde did not resort 
to it for current accounts. 

You just now suggested that f>rohahly they ilo not realise the proper 
us<' of current accounts:' 

A , — Thai is ceitainly the reason. A good deal of educative work lias to 
he done. 

Ale any ste[»s Ix ing taken, at any ratf* so far as you know, to get 
ov(*i‘ this piejndiee or ignoranec* ()i- whatever it is!*' 

A . - 'riiei e arc* no part icular st<‘ps that ai e h(‘ing taken hut as people 
eoim^ to us for oilier fac ilit i<*s. w tell them that keeping a current aceouut 
is ndvanlagc'oiis. It is on]\ in this way that ivi* manage to educate the 
peof)}e. 

(J. Do I’ou think that for giving coinnuuc iai edm ation ccmimucial 
^•ollogi's and s( hools would make any diffto tUH-e r' 

.4. 1 do not think th(‘re vill lie much ol a <liffci tuice hecause the 
mcrcHntil(‘ ('omniuiuty do not can‘ to go to the schools generally. 

Q,~ 1 was tliinking of it fiom anotluu' point of view and that is, 

ii you t('acli thos(‘ who are going to se(‘k <*mi)]()yinenl and tin*;, kfiow moi<.> 
44 )>out the theoretical side of hanking, would not that he* of an educative 
value;' 

.1. That would not h(' of much advantage. I know of several jirofessor.s 
of economics wlm do not know how to elraw a eh<H|Ut*, and I know' the 
iKU’Vousness tliey feel. il<me<* lli<‘ educational cedlcges and schools, except 
to u ceu'tain class of pc'Ojile. will not he of much a(l\aiitag'\ 'J'lie real 
education that is i'C(juii(‘d is to tlu* imu'cantile commii iiLv and they, I 
am afraid, would not care' to go to tin* schools and coIUlu's. They train 
Uf) their youngsteus in their own offices in tlu‘ii' old wavs, it is not so much 
ih(' schools or colleges that would tndp us propaganda hv hanks tliomselve.s 
in tlu ir ow n interests. 

In regard to tiu’ current accounts in your hank a large' numher of 
clients talk oidy Telugu I-' 

.1.- Ves, most of tlumi talk Telugu. 

().- Do tlu'v liave current ae'couutsr 

.1 . — As I just now told you. some p(>ople have eiirrent accounts and 
wc are inducing some more people to openi cnrient aeMounts. W't' also 
have most of our correspondence in Telugu and we k<'ep some of r)nr hook.s 
in Telugu in order tliat they may not find much difficulty. The system 
of (urrent luronuts will liecome popular if the hooks are kept in Telugu. 
For iustanc‘e, there is the pass hook in English. Tlie jieople eannot make 
}i#itd or tail out of it. But if it is in I'elugu, they undeustand vvliat it really 
is. 


T found that in several cases <-urrent aceounts were not di.stinguished 
from savings hank accounts in tfiis way. The current account in many 
places is operated on only hy sending a eluKpie and drawing cash and that 
of course is a verv small part in the use of the curi’ent ac'count : is not that so? 

A. --Yes. 

f .^What about the vernaculars? Do yon find a difficulty there? 

. — The difficulty is always there. A (*hef|ue is given. Supposing it 
IS payahle to order, in the usual way something is written on tlie 

hack by the payees. We have necessarily to make c^ertain ohjections aiiA 
they get afraid of it. The persons do not understand wha^ exactly We 
require. A person signed Bastry and he livG<l two miles away from Maanli- 
patam and when I seiU it hack, he said — it seems he was retired Deputy 
CoHector-^^lj^oing annoyed ^ What does this mean ? It makes no-«drfference 
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how my imiiie iii gi't iim tho iuoiicy.* lie tx>ul(l not Anjimiate ^r 

cliiEfulty but uiereiy tunuHl bark the man who wa.s M?ut to Iniu wuli Ih* 
ehixjne Miyiiig that the bunk has to pay and that it dut not make any. 
diirereiH-e us to the aiKdliiig anil iiduswl to i>oe the ehtHiue, 

(/. — What aiK>ut tlie veinueulnrl^ Do you have any dilliculty wUh thcii 
0111*10111 aeeounts ni reguril to their signatiiixvH y 

4 I, — The ehiei deiwt lies in that they do not undei>>taml. The ijncstnm 
ol ideal iheatum diH*s not very inmii eonio in in a inulassul pbno. i'ho 
difheiilty Will arisi? only in the nietnipolis aiul other big plaees. 

(,K Why y 

.1 Ikxanse most ol tlu* ]MM>pU* are know 11 to one aimllier in the mutuNsai. 

(,>. It the (iiiMines are negotiated, and utter inivsing ibrotigb tliree 01 
lour liaiuls tln\\ ai e pi tvscniled by a sti anger woubl tht'i e be no ddlieuIl N 
in nlenti lying tin' signaturesr 

.1.- -Well, there is no tliflnnlty about nhut dying Mgnaluies in tln^ 
plait'. Hut tile diHii ultv is ah\ a\> about the eorrei t ness ol the endorsement . 
SniUKiSing It passes tbrougli three bands, oai b man signs in a ddlV'i ent 
imifiner vso that tin' [>ei son vilio ituiies tu \<>n lor I'ln ashmi'iit (imis it v ei^ 
diffieiill indi'ed. So a good deal ol liabit. and edmation in this lesprrl 
JUS ill e onl> thing liiat roidd inaki' these pi'ople a i>pr(*eiate the ddliiulty. 

.1//. Ahifhnilt ('ht ffnfiU : Is there no diHicully in f lecijiln’r mg tlie leiii.i 
culais 

■ 1 it Is onl\ w lii'ie there are a number ol l ernm idars tliat this ddlictdly 
uoiild arist' and i*\'t‘n lliert' it is c'asdy soiled by ha\ ing a Munsln, 

Tliv ('Imirnniii . You aio doiiig business m leimttames m ('aicutta amt 
Bombay;-' , 

.1. .ilostly i\ lib Boml»a\ and Ma<lras. 

(J. [\()\\ is that done;' 

. 1 . iienerally we iMircliase bill> on B<mibay oj .Mmlius or ll\deiaha(l and 
\\v dnt'C't mil agents tluTe to remit tin' lunds to Madras. Thru* is a 
steady ib*mand tor dratls <»n Madras. So wv immagi' to diaa oiii lunds 
in lluit manner. lint m the dull si'ason uhei^ tin* export ol rici' or pafldv 
has siop[)ed we liml a lot ol difrienlty about icmilimg o\a'r to Madras loi 
(iiir drawings, 'Jiiere will l>e only it'eoursi' to the Imja'iial Ihmk or the 
eo-u]>ei*ati v<' hank or ju'ihaps to send eurreiicy notes. It is then that the 
trouhl(* js always v<*ry mueli lelt. Semling nioiu'y by (».(', iiote-^ i.s alwaxs 
a dangerous ihing. 

You mean sending hall not<*s ;' 

.1.— Yes. Now hall noK's enn Ik' eashed h\ anxluxly. So tin’ risk is 
greater. |'’nitlu*r, 1 understand that the post otiice au1hoi)tie> ehaigo 
insiiranc% lor the whole lace value ol hall'-noti.s sent by insured post, 
whereas bitliei to the ju ai tiee lia<l been to insure them only l^n Bs. ]O0 
or Us. and the cost lor llu' hank was \<‘iy mm h lesser tliaii d is imjw . 

Now tlie iiisuranee ehargc's have thus hei ome proh dull ve. So Ibis JcimU 
tanee is a grt'at pi'olilem lor us now at Masulipataie leist year the eo- 
oporulive liank was lieliiing iis to a large* extent. We* were keeping < ui teni 
and over dralt ueeoiints tlieie and tliey eharged ns halt an anna. 

(^f.~ Were tliey remitting throngli tlie treasury;^ 

A . — 1 do not know liow exaetlx they immaged. But long as tUl'X 
were doing it, wt^ did not have inueh ditlieulty bexaiise^ we spent only iiall 
an unnu an<l sold the draits tor a profit ol ejiio ami a bull annas and 
thus wore getting a clear profit e)l one* anna, rids season wn ha* e no 
uiflk'ulty because we have gut i»lenty ol bills to purchase. 

(J . — Do they represent exi>ortsy 

/I. — Tliey represent export oi paeldy. 

Q . — How is paddy sent:" By rail:' 

A . — Y"es, 

Q . — Is the railway receipt of any valuer' 

— It is of value. The practice with some customcjr. is to send it 
along with the demand draft, that is to say, the receipt to l>e given 
enly when payment* is received. Some people insist on the railway receipt 
being aeat to them direct and money is paid by them either by honouring 
the exnorter’s bills drawn on them or they themselves send a bii on Bombay 
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to the expoifter in pajnuent, and tlie exporter gives us that bill on Bombay 
tor discounting. And these inonies we get collected at Bombay and remitted 
to Madras. 80 that is a circuitous route we take. 

Q , — There is no corresponding iinjxirty 

A. — Not inucii. it is chiefly Iroiu Madras ami that is wliy remittance's 
have always to be made to Madrus. 

Q . — There iisetl to l>e a good deal ol bills ami the amount paid for the 
whole of the export Inisiness from the Kistiia, Is it not .soi' 

4 . — Yes. that is**frorn Madras. Comls from Madras <omc to the district 
and money has US hv piiid to the i»cM>ple at Matlrus. But very little of tlie 
produce in that district goc*s to Madras. Jt rather gws to Bombay, Mysore 
and other places. So monies that have to come to Masulipatam for puyinent 
of produce exj[H)ited are ])aHi generally at Bombay. 

V, -Would it facilitate matters if railway reieipts were made negoti- 
able;" 

4 .“—We have iiot iound any dilliculty owing to the non-negotiability ot 
the railway receipts so lur. As we get them we .send them to the agents 
at tlie various places lor collection, 'rhe <lifliculty will arise only when yon 
are not aide to get the railway receipt honoured on its pi*oduetion. 

■*» 

Q.— Ih tln‘re no paddy exj>ortetl from MiWiidijiiaiaui 

4.” Yes, there is. 

Q " Are all the things exported through Bezwada? 

4.-—Y'es. 


Mt\ Thomn.s : | lind 1 1 om your writti u evideme that you have e.stiiuated 
tlie indebtedness ot your dislriet at one crorc ot rui)i‘es. Could, you tell 
me how you arrivc'd at that tigure;-' 

4.-— Y\e have got about ten taluks there and estimating at about Us. 10 
lakhs toi' each taluk it comes to Its. 1,00,(K).IMXI. Jt is only a rough and 
ready calcuiution. 

— Ilow do ;von g<d Jls. JO lakhs lor ea( h taluks 

4. — 'J'hat is Irom the eN])eiience of the co-opciati\e bank, 'riieir short- 
term lendings eu^ cr alsjut It.s. 10 lakhs. 'Dmt is loi- one taluk. 

Q — 'rhe loan given by cixipeiati ve societies is only a fraction, is it 
not, ot the wiioU*:^ 

4. — Yes, but It is indicative ot the need'^. 

<iC- What pioiH>rtion will it be to tbe total sliort-terni loans? 

4. - Just at jnesent tlio ioopoi tion between slioi t and long-term loans 
is al>out three to live times. 

Q.~ Y<»u sjicak ot eight Marwaris in (iudiuada taluk having advanced 
Us. 4C laklis lor agricultural pinjatscs; for what .s])ecihc pur|K>ses? 

4,- 'rhey are lending to any and everybody and it is not necessary for 
them to know the pailiciilar purpose for which the money is lent. But 
then when the agriculturists borrow naturally we take it that .some money 
would go to the iigrienltural pnrpo.ses ami .soilie money to marriage exx)enses 
or for the imx>rovement of land and other tilings. 

Q , — iluvc you any idea of wliat the principal ones are. 

4.-- It is rather tliflkult to say. There cannot be any elear-eut distinc- 
tion made as to what monies are usi'ii for agricultural purposes and what 
monies are used for non-ugricultural jmr|H>ses. 

But in regard to the loans given liy the Andhra Bank, can you 
give us a elas.siticatk)n of the purpo.ses for wdiieli the louiis are given? 

4* — classify thi.s way. The mercantile communities require monies from 
Doceml>er or the beginning of Jannary. ThUt is only for six months. Wo 
give them freely in these months and after that they do not require any 
money and so we usually advance to the agriculturists and to certaiifof 
the people iu the towns. 

Do you ascertain the purposes for which the agriculturists require 

l!K>ney? 

A. — Ac*eofvling to “their version it is for the purchase of land. 



On ftwnirity do you Iciid to Uio agnculturistsJ' 

/I.— It 13 only on joint Mj^uature^ tbat i>o advanto. 

y. — Do you advance on llie >cvurity oi* laatl 
*L — No. wo do not. 

y. — You advaiux3 then on {KUMnud Mxtirity oi two ijij^natom.^ ? 

.1. — Ye«>, two or thro©. 

y. -^Yon .say in your written evidenei* ' The very ryot M'llh it on 

the tield and gets a jK>or ivlnrii for Ins prmlnee. Otteii tihies he is obliged 
to give it to ids nioney-lenUer wlio c harges exorhitanl rates ol inten >i 
in kind.' On wtiut terms as it done — the giving ol Uie juikIhiv l)y llio 
ryot to the money-lender r 

I — 'i'liere it all clepemls on the' tennis the money leiuiei may liist tix 
up with tlie l>orrower. Soini't mu's rejiayment in cash may he agreed upon 
or soiiietiines the money-lender hargains l(»r only a return in kihcl m whieli 
ease the risk ot the ilnetuations in price the iiKMK'y-leiidi'r takes on Inmsed. 
and the borrower merely says liiat he will give so many hags ol paddy or rnc' 

y. — Doc's he Mot say that il ihc' prnc' is so mgiiL'h he will pay so nian> 

.1. No. He simi»ly sa\> m many hags where it is ii[»uynient in kind. 

y. -Are tlieie not t asc's in wjneh tin* rc'pa.Mnent is made in money, and 
then what does the ryot do;*" 

.1 . " I iiere arc' and il llie monc'y-leiider is pri.'ssing and the horrowei 

i-annot hold liim ott any longc'i , the rcoi really sells the prodtleo on the 

Held Itself. 

y. - I’o whoini' 

.1. - 'to tlie ix'opic' Iroiii llic' lowiix. 
y. Are they not moiu'v-lenders r 

.1. -Not nc'ec's.sanly to the monc‘3 -lender when the itpayinonl is to hr 

in c^sli. i*eo]>le 1 rom the towns eoim' to tiie held and li.\ np thc' price* lor 

the l>r(Hliiee on the held ilsell as tfoon as it is iead\ and take il away, 

y. — Geucrally what is the ddreremc hetween the price in the lield and 
the aetiiai Jmuket pricer 

. i . — ^j'he needy man has to .sc'll the produce on the held itself at an}’ cost. 
On one side Js tiie holhei (»f the money-lc'ndei and on the other tln^ extra 
e.xpenditure tliat he must incur li he were to collect the [>rodnee, tukc' it 
liome and tliere stoic U. riiese things terrify flic ryot out of Ins usual 
balance of mind and In* will sell his prodiuc' on the held itsell ior any 

price khitt IS olfered and there is generally a loss of ten per cent in that 

y. — Wliat is tin* exac t time w ln*n the ei’ops are harvested i** 

A . — About Decern her or January. 

y. — What are the other denuind.s for fund-s on the i>uri of the ugneul- 
turists-" What ahuiit the kist se ason r 

A . — In the kist season they do not generally liiid any diliiculty. 

y. — When is the kist .sea.soni" 
d . — In Fehruary and Ylureh. 

y. — Is tlicre any tune when all the need.s are crowding upon the agri- 
culturist.s ; for instance, the payment of kist, repayment of ioiins and per- 
lonnancc of ceremonies ^ 

A . — It does not start that way. v\t the time he gets the inodiiee, fin* 
fknner makes all his adjustments. He clears off liis dues it an>y 
and it anything remains is able to pull on without, borrowing for one, 
two or even throe months and then liegiiis borrowing. Tlie settlement of 
accounts is done only once in a year. 

y. — In the case of the jKiorer ryots is it generally the case tliat the 
produce is marketed to the money-lender ? 

dl. — Yes. There is the second class of needy fanner who manages to 
gainer all his produce and carries it all the way to a tpwn and gives it to 
the cominissiou agent. " 



«iu r«ft‘rr*?rig 1<> tliiU- Ha i'* reilaiul\ m a l>ett4*r iJkUaUfon 

to help limi'seh. ^Vllat ^lie i.>ot who is at the nicie> ihc 

Hum lending him moioo' ^ ^ * 

iJ. —lie ineiel\ on U^U ptP<hu« to U*o nioiiei -leixltii alitl takes 

Hhuto^ei he oouid possihl> get out o( it. 

V that < omjM'Mttive soctetie^s tune made little Jieadua) with 

icgaid to |>r#(ln<e loans VVhat aio th# fliiftcnltifAM.'" ^^ h\ in \oui oi>imoii 
have tliey not iiunla f , 

* A -That m he<ausd the kelp jxnidete^ h^ ^o-opeiative s<KRtn*v uiuoug 
<^s 4<^ not adequate. 

V You sa\ th.it the Imperial Ihink oonqieteE tieieel^ witlTlhe ii4*Uiien<»ns 

ha^i>. In what tvfty tfiocw it t^ompfete-' . 

A I will give 4 n luManeO W lum a peison who has dealings with the 
Jinpiiuil Jiattk goes to an jinligcMioiis hank toi cl isootUAting Jii.s hills, the 
casiiiei ol ilie Inquumi Jtaiik eiMm to Iknow ot it aiict seHdtt lor him and 
JiiTh il >ou do tlitit omx* inon luvei moio .shall vou have ia< ditjies trom 
the I'liperial Jiiiiik Tius tB tlie iatest jnstancc winch look <• in 

C o< aiiciKia* In Ih‘<H'nihc‘i , during the- iioldav.s, some imichaiits caiiic tu 
oui Cpiamii^a hiamh aiul gave hills loi discounting liii^ week’s itqioil 
ol oui uigent savs tliat .all those meic hunts li.ivi been scut loi hv the 

tasliMi t\nd told plainly Jtbal il they go tu othei hanks loi UkOJiie a( ( (»m- 

modalion,. nPt c'ssatiiv tliev mint ciuit tJi© Inqieiial Ji.mk 'I h. \ iiiinL choose* 
heti\teii the indigenous hanlvN on thu unc,* Ridt* aJid ttq?# Jmjxiuil jL»ank uu 
Ihe <»lhc‘i Th<’.V (annot posi»fiily de.ii With hotli ii ^ucli a hOi% of 'i. lin- 
ing comes liom thc‘ lm]»mial fiauk wc* canuot possibly aicomnioda e olie 
ciistoiTiei %o the inU noi is it ^aie to dio so. 

^ Aic vou 111 a position to tiike up that work ^ 

A We cunuot possihlj take it up eonqdclcl^ at the preseut tel age 

(J ^ oil suggest Unit a pooling ol the hills miglit l>e <loue atid Ihe 

ImptHlial Hank ma\ ht made .i hankeis hank. Can \ou saj sojiit inoM 

about it 

I Su|»po'->iug llic're n a joint ‘'tock hank winch h.indles all LUvse^Inll-' 

title diHi{Ulta*s Icn Imance would not l>c iiimh bt'cau^c tlicv would he iifiinc. 

diutc'lv 1 edisc ountecl l)\ the' (lupc'iial ihiuk luid when tluit is done theie would 
not he luiich hothei to the Impel lal Jiank, bcH.iusc' the pi eluannaj u '' aic. 

atteiidi'd to hv the otlii'i hank iMiithc'), suj)posing tlic'ie aia A loWnliei 

ol p(ju t‘s loimd altout to vs Inch these hills go, a small bank tahhOL .efloid 

to lutve' its hianche'^ all ov ei w lie it as the Juqitiial iiank tan eeitarnt^ 

alioi el tt> do business tlu i e Joi ehtap latts * 

(J JIul are' the Jiidigtnous laiiiks vou ait sjie*. living oi la a position to 

come to afi iiiielofstunding with the Inqaii.il J5ank ■' 

A Ckitainly thc'v can, j)ic>vided liic linpi i lal Jiank looks at tln^ point 

taielull> and s} nqKitlietKallv . 

“ Jt IS a gieat pitN that ihtit is no iteoid ol lights in the Govcin- 
jiM nl village*> in this J*iesidtne;v ii> that state mint Ot v ou|^ tiue^ 

.1. - i am not paititulailv teure it is mostlv tint about the zamiudaii 

V il luges 

hisOW sav that a liolding w Ine h is less than 13 jitc i es dc*t's rmt consto- 
lute a puv i*‘g etouoiuK unit is it wtt la di} laud 
A Piyt^ 

Q . — Is the.gicatei j>nit of the Umd in voiir elistutt wcl 

NMieie vc»u have the e^anal it is ue't. lu othei i»UHes Wlieie thtuj» is 
no canal it is dry* 

<^."~Jl)o ,v ou sav that Jo aeies ol land is iieeeled to e rffiistftllty an 

t'conatnic holding.'' " ^ 

/I. — Yes, liecause geneiallv lli0^c‘ iarZiuTis wtll not ho u-jsiugle faiiuiy 
people living under the punt lamilt svstem* * 

— What ts the sfxo oi the laiiwK vou have in view.'' 

A . — 1 have ^ mind » iaimly ot at least halt u dozen ineinbers, the 
iiAsband and wifik aud two or three grown-ujj children with the eldest 
being married. Hu«t generally the unit for jUiJa province. The family 
j>m>»irtttes^<>n)y git®** a lat^ stage but till tJmt time they manage togej:i|ei« 
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for such a fanuly m it to h«irfe 15 a«rca of land? 

' J[.“— SwppoM^ one crop fails, th^ next jMiere stwufld Jim Ww i^iin 1i> dojteud 
tipon; . i> 

Q, — l>o you mean by it a unit which ^il( eiinhlo the faltmer to he welKtonhi 
or ono w'liich w ill c nahle hl^i just t<> maice Hoifi meet ? 

.4.— W)»at wo had iii mmd vTas this. The j)oi‘><>n haN Ttijz; a pair df 
hulls will nocc‘ssarily have to i^rtain other thinfis lot his (^MtvonioiaH^ 
The calHo will nMpiiio f^auiKts fur uruzinfn nmi then all tV iia>nda'r«« of 
til# family cannot 1 m> made to do|>en4 tt|Mm un^ urA^> ^uly. In some of 
placed wo find in s#ine aiu! otliei; thinjis. Supj)osin«i: toluneu 

or jzroundnnt crop fails there nnut ht* the other crop to, enahlf^ l»u k**#p 
hi> fyi|UHaC^s all rifiht, 

Q . — WheO speakiu;^ of ^uih land as w<nlld yield a <‘rt>p oi elnllies, fe, 
garden land, w'<tfild l^ot 15 RT'ta‘s ho tem much for aiv eetj^uomie hoKhuii*^ Are 
>oii in Jijiosition to ffiAe actn.iJ tiypircv tor the <»uttnnv of the vanorjs Oi>p«v 
in a hoTdinfi fik# that -^ , ^ 

4 — 4 liavh ni niiit\t oni' Oaitaulai m'.tama wheri' the iarnu*r who u 0l» 
tillin^X' Wir own land'^ ladore lie ua*^ itnahle to na> his dm>j> properly and Mt» 
W'as sent away. Aft<'r some time alMuil 5 or 6 vinits «n:o w(' hiongjbt limi 
hack. W<' him o acres I h* has his own ot aiM's and ha." taken 

on li‘a"0 .'1 fn 4 aeies ot otlnn |K‘opli‘'s lands TT(‘ has si\ male ehildren 
and two female children and ol these the <4der two (*hildi<‘n hre adnKs 
All thjcse attend to difTi'rent ijoits of work. In tlu'^e ^ acre« of land IJ 
acres garden lands. A smalj jiovtion has boon used for raisme tinnunic, 
sotne portion for chillies, and in tins wav he. has dvtitrihnied tin* woik in 
the land. Tin' p1a<o heiim a er\ near a town hke Hozw.ida hi‘ smids Ins 
t>roduce day alter day to tin* market tlnoneh some momhmi. of tin' family 
Kor the fKarden Iu‘ dt'|mlej> two oi ol Ins own ivooph'. In flr<' v<'aTs’ 

time he has |i;ot i ni of all his poxertv T am'smc' that, lint for the faet^ 

that he had so minh land nmlci him. he (ould rtot have come out of his dohts 
tj).— -Ts it not diu' to the fa< 1 th.it his j^iow n-np ehildren ]n*li)t‘d him* 
.l.-^Yes, hut the eroA\n-ui* (lni«hen had im "epaiati' estahlisimieut ol 
their own. 


-Tlu'v could ha\o takmi some kinds on \aiam'* 

A.-' If it i.s a small holding cCrtaniU ho could not have rin\lliin" to fell 
l)a( k npou*. 

Ydh sjieak of some com|»(*t it ion oetwts'n \oui' hank and tin' otliei 

h.'Uiks. Du >ou also includo the < o-ojK‘i at j\ e hank-.'-^ 

^”('4 ; that is ni r('^ai<l to the dn'posits Tliey p;iv(> u Ct'itiMU T.Tie 

rtf inter est mid t lu' pr estip^e of the <*n-opoi at i ve hank Is ftlwavs there <t«ie to 

tlm examination l)\ th(‘ (iovtunmont and the lact tliat tlnur affairs are more 
carefully dooki-d into Herne tin* p<*ople natnrnllv jjjo tlnu’e. AVc liave 
neei^nrilv tfi offer hi^lnu- rati* oi mtorost ou defiosjfs titan th# ^.-o-ofiei a 1 1 ve 
hanks. In spite of all the tin* rs'sult is that lln* d(*posit ^ an' dividod 
equally Indween the two. 

(). — Ts your hank k^eat<Hl near tin' eo-opm at iv<' hank ^ 

A . — It if just a few' \nrds awa\. 

Q4 — Ts not Arasnlipatam a hnsnn'Ss n^^oit ^ 

A.— AVs. 

^ Q:^-X lliink you atiid in r(q>ly to the (dTnirman tliat yonr hank away 

fiom the business centre. Is it not so? , 

4 __Xot our bayrku T was talking of the Tinporlal Bank. f)q of 

its distance from the liusipess centre people <1id not ^o to the Imperial 
B^iik an<f curr<^nt account in it. 

Q. — After all the ®u-oporatiTe bank was started earlier than yonr bank ^ 
The eo-operative bank was started nine years bark and tlm 
Andhra^ Bank was started six ycMirs biick^ 

. ^.—And seeing that i'l « Ca-opeiative venture it must be rcgnided 
A national^ asset. Ts it not so? ^ ^ 

A. — They began early fio doubt,* 


TJiP (lioirnwii : Has not the same man starte<l both banka? 
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Mt, Thama$: Why? 

-"-The hajik iw not ona inaa’» affair. 

Q — ^What I want to anh in that since the co-oj>erative bank has clone 
well* you have no justification in eoinplninin^ u)>out competition? 

A. — I am not complaining:. I am inevely assorting k fact. 

The i'hahmrtn : Do not the two banks deal in entirely clifferent hnsinesses? 

yl.-.^Yes. . ^ ^ V 

Mr. Th onms: AVhnt is the kind of business done by the Vaisye# and tlie 
Marwaris? 

A.- Tlie Mnrwnris lend only in a certain way, whereas the Vakyas deal 
in quite a difFcicnt manner. The Marwuris lend to all iKM)pl<»,H)ut then 
the V'aisyas lend at the ^'arlv stages when the l>orrowerK have not r»aehed 
the verges of insolvency. The Marwaris go to the other extreme and give 
moneys generally to sucli people ns are unable to get from Vaisyai.^ llie 
*^fnrwaris take greaiet; risks and tlu‘y <lcinand liighcr rates'^ of interest |^nd 
naturally they two recovering their moneys by very string<*nt methods. 

Q — Who among these has got relatlotislup witli market ing^-^ 

.4 .— The V aisya. He is generally a commission agent ^«i*ell. 

Q . — Not ilie ]\farwarip ' 

A. — Originall.x’ he had notliiim to do with majketing. Hut he has also 
recently iak^ai if) marketing. Hut the Vaisva a!s6 keeps a commission shop. 
H is condition gc^iernlly is that the produce must neccs.sar!)y be sold through 
his agency, so that lie gains not only in interest on tlie mofw^y Tent bqt 
he also gets coiniiiission on selling the produce. 

Q . — Ts there, compgtiiion iK'twoen Vaisyas and ^farwaris? 

1. — We cannot exactly say that there is competition. It is only-wheji 
a per^m cannot usually gcl from the Vaisva lender that he* goes to the 
^farwari lender. 

To whom do the |>eople take, kindly? 

.1.— To the Vaisyas certainly. The Marwaris aie always unKcrnpnlouii 
in theii- methods, 

’V 

Q. -Are not tlio Vaisyas local peoph*? 

.1 . —Yes, they are local people, 

(>. You spoke of ‘ s<n’eral professors of economics’ not knowing how to 
sign a chequt*. ]\ray I knmv who tliev are? 

.1.— You wilt kindly twense me if I do not give you tlie mu\)es of the 
profesf^ts. 

Q . — Hut are thc'V efotiomic spowalists, after all? ^ 

.1. — At least one I know was a professor of economic.s. 

0 . — Was lie, really? r 

\ — Y<'s. I can easily ]>oint oui a number of people, H.A., H.L.’s and 
H.A.. Ti.T.’s, wlh) rtre nervous about dmwiug cbecpies or even about endors- 
ing them. The piinci|>al of a college did Hot |cnow how’ to errdarse and 
said ‘ Do something juid g<*t me the monov at any cost.’ So that there is 
ufj exaggeration ^Jllen T say that very many c^iuc^ated people, even j>popl«" 
who are supposcnl to know oc*onomics atld^ Commei c e Ruci themselves at sea 
wlnm asked to handle cheques. ^ 

(b — Is it not hecaasG tho banks ha^ not been functioning cwtoiigb 

to just ify tlieir existence? 

.1,- T do not say it h tho fault of the Imperial Bitnk. ' 

(>. -V I ask you if the roa.scm for* the nervousness In handling ^c’l|j^ues 

is rather due to tlie too many hank failures and the doubtful m^hml fol- 

lowed ))v aome of mushrooni hanks? ' 

A . — It is not that way, We lime got to tell these people that* there are 

hanks and to indm-e them to liaVe roeoiirse to thcMu. That the kind 

of work thai^ has to Ik* done. '’* 

Q . — What proportion do ycni in the^ Andhra Btink Iteep fts" fluid^j-esourc^c:^? 

.4. — In regard to fluid resources avo are generf\ily following the rules 
laid clown for the co-operatiA’e societies* ^ 

Q . — Do you keep the .same proportion? 

4, — Almost the same proportion. 
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Q . — Where ilo you keep itf 

. 4 . — We ilo uot kiM.‘p ui tiuy set»ar;i^e platr. Unt >\e m» utauuj^o 

<Mir resell ri*t»h u* to Ik.' able to j^et money fur a 113 une\|MH*UHi «all. 

(^.--Kvery <hiy \mi may lx* leiHiiti^ wliat you rinseve Hut suppose 
thetx* is a jjreat rail. Hou \iil^ \oii na*et it'' 

Stune iiieiiex wo keop lu the eitiiiuit aei^uiilt tii the e<eopeiHli\o 
hank or the Iia|»oriiii Hank, and also ktH‘p an undiaun evtudraft hnut Sueli 
(hiu 42 ;^ l»e ♦^aid tf» Ik‘ hi a fluni (onditien. And we Keep sonu* ainnunt 

lit cnsli^^se. 'I’luse ail' all the Huid rt‘si»im vs ami this i», hew we. Keej> 
thoin^ Wo cannot po^^sihly earinaiK aii\ nuniex let tlu' pm po^r mul K-4'p 
It in ti plies U 

t/.- At’O \on in a |M>>ttien to meet all \om- deinainU ' 

.4 . — ( 'ei‘(airil> . 

Supposi. there is seme Kuul et *11111’ on the hank. Will it he in a 
position to nns*t sin h a < ase sini essl ullv ^ 

.1. Kvery man has alwass to la* ;j:.oai d iiiji; his peMiieii. 

^new that l*anks hax'tJ pot t<> ke<^p a sole! reserve somewlnie. 
In faiplainl^ilj .joint-ste< k hanks Jiax** timir reserx es m the iiiipit^pnahie 
* vanlUi ol tlie Hank ol f'.nplaml, Jii the same manm r, ar*' \oii kiH*pni;», a 
icserve whielr will stiMjnl \on 111 ^^eod steml'^ 

. 1 . - As a iiiatUn' ol iat t w»‘ liavi^ a (Xe tam amount as i<«servi' Innd. 
amk all that wr* are keepfno intaet as investments in the dehmitnies ei the 
himl niortKnpi» hank. We ari* not pledpiiio ihenu 

t,>.- Do 3011 keep it in tin' vaults ef \tnji hank? 

. .!.’'-Yes., 

V-'*' >otJ tell toe what the aineiint is' 

’ 1. 'Iln* roseixe Ininl is IN ll)O(M) am] odd. 

O, 'riu'S aie iiisi(h‘ llie x.mits ol your hank ^ 

I -- Yes, williont heinp ple«lpe<l in aiix wax lei oveidralt laednies, 
Muthidh (lufinjiu : l)o iinl e^ieiioiis hanker^ Ini' e aiieiinis m votii 

liTink ? 

. 1 , -Soino have. 

(h - Are tinne anx otlnn hanks aKo in yonr la'.hles the Inipeiial 

Hank:" _ . 

.1.- 'riterc* is oiilx one otliei small hank whn h was stat'^fed senUo ‘^iven 

months hack. It is a j(Hiit-s|eek hank and then* :u e no other hanks except 

inp the nrhan hanks and the < o-operat ivi* hanks. 

*► 

^.-^(^ivii you teH jjk'^ terms o»i which xou Imid to tlu‘ imlipemaTs 

hankiMs 

.1. -d’lio in<lip(‘ue\is hanki’is laridx lunaow 1 rom us. 1'ln*v kec)) witii 
Us fixed ileposils in tlie of|-sejisons when lliex iiave put suiplns money ami 
rtpjiiiist the smairilv of these they horrow ti’oni ns whenever lliev riMpiiMs 

“ Yon stall' that tin' jiidipi'iions hankeis Jeiiii at a rale la twi'eii HIJ 

ami IH per cent. Wli^tt will he tiio ih I x u*ld on the c apital ol (he indipenens 

hanki'isi' 

. 1 .- Their expiMines are vi-ry little. Tli^y kei^p pciiluips om^ clerk cm 
Bfs. ^ of TIs. ‘K) a month and t In y’ pt'muiiH.v make irpni It to )*i per cent 
net j>roht, |^lter writing oil l!it> had ch'hls and editor cxpc'tise-. 

f/, — ^You .say that tlm inclipeiwus hankers would easily l>e ahlc^ to niako 
protitf^ ut 0 |K*r cent aitm leaving luUMjuatc* mmpin tor im uhnifal losse s I 
suppose ffiis Ntiitemynt w ill hold ev<‘ii if tht'»3* is'dine the iat<*s oi inli'n* t, 

A. — It is not a case of lediictioii. 

Q . — CoiiW they leilcl lieJow' tlie rates jirevailmp now? 

A. — It (‘tinnot pos.sihIv lie $0. Had debts tnc‘y ncH'essatily will have ninl 
the 9 i>er 4*0111 tsNiftpf Ulakmjjr suflk i^nt ]>rovision for hac| delds and other 
exjienses. ^ 

Q , — Do indipenouK haniters have imuh difficulty in realizing tJreir loans? 

A. — They do w'hen they are not lareful. Now* evc-n the most careful 
plan has to be walking t# tUp court every clay. 


4 
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Q, — T« that incvitly in to clean loans or secured loans P 

A . — ^They give all sorts of loans and in most east's they find the same 
difficulty. Only in the east* of mortgage loans they are more sure of rtnovei y. 
In the ease of dean loans they ealinot 1 m? ho sure. 

Q . — Do the indigenous hankers lend on the jtrodueey 

A, — Not ill the Kistna tlislriet. Mere 1 iinderstaiul that even the Mar- 
waris art? leiultng against tlie prtKliiee and they do nf)t insist on insurance 
ant! the other lornialit it s rts^niretl to lit* gone tlirough hy the Imf>eriai 
Hank.* lleiits' c*vt*n though tht* tato of int<*rt^t cliargtsl hy the Marwarm 

is 12 per (‘t*nt. many only go to tht*m in prt*ft*rt*nee tti the Imperial Hunk. 

Q.~\\hy? 

A. — In tlie tast* of the Imperial Hank the ini(*rest is only 9 j)or cent, 
hut wht ‘11 the insmamt* ehargos and other inei<h*ntiil diarges are taken into 
account, it eomt*s to about lO-jj to II per <s*nt vt»ry I'usilv. If it is tho Muf* 
wuris holding mont'v tht*y gel verv many more lat ilit it*s. For instaiiee, 

when the godown In tmly halt lull, the Maruari haks it anti advances 

mont‘y. W'luoi a customer comt*s he gives partial delivery of t.lu* go^wls. 

'fho Marvrari allows it t'ven supposing tlie paif> w<‘re lo sny that he will 
pay after the dt'liv<*ry of tin* goods. * 

Do the Marwaris and tht* \"ais\as l<*nd on gold" 

A Yt‘s. 

What is the r«fe Of interest eliaigc*dy 

.1 . — It is about 10 j>er ct'iit. 

Q , — hank lend on gold P 

.1.— f)nr ^iunk has not begun it. Ylu* Hliarata Lavmi Han)v and tin* 
Tmp(*?ial Hank l(*nd tm gold. 

Q , — What is the ratt* of intt‘r<‘st fht*rt‘? 

.1 . — Th(*y chargt* alamt H to f) |>er tt*iit in tin* lmp<*Mal Hank. I thiitlv 
it is aliout 1 ])or tent over the hank ratt*. 

“What is the rate charg<‘tl hy tin* othei* hanks on loans given to 
the indigenous hankers? 

.i . — The lm|)enal Hank charg<*s 2 per cern over tin* hanji rate ami 
we charge d to 1 pt'i* <*<* 11 1 ovt*!* tin* hank rate. 

f,>.-''AVhat is the averagi*? 

A . — About d cent over tin* hank rate. Tn the orilinarv season it will 
he d p(*r ((‘lit and in the dull season it will only la* 2 pt*r tent. 

How do you e.spett tin* indigenous hanki'r to get 12 per cent net 
yi<*]d wdien In* tak<‘s loans at 9 to 12 per e«‘nt? 

.1 , — If the indigenous hanker is ahit* to give gtiod s<*curity In* g(*ts at 
pi‘r rent or even 8 per cent. 

Q — Will he he ahh* to get good st‘(urity also A\herf In* l(‘nds? 

.1 . — Certainly. Money is lent at lOA to 12 per (ent in the ease only 
of mortgage loans. 

— Ts^ it jiossihle to get security for all the timount tliat ))eo]>le waiil ? 
Should there not he .some agency for lending money as clean loans? 

A. — A^es ; there must <*ortainly he an agein*y who will take greatt*r risks. 
The hanks do not lend on .single signatitre.s, hut the indig(‘nous hanker can 
do it. Such an agency is ahsolutelv necessary and you c*annot possibly 
dispense with it and at the same time the reductioi> in the lates is po4>sihle 
only if deposits flow' into hanks. 

Q , — Wlint is tho rate that tlie Indigenous haiikfr l>rt.?.s on Die dejio.sits 
ho receives? " 

.1. — From 6 to 9 per cent. 

0.— What is the period? 

A.-yNo exact perio<l is fixed. They take the moariey aAid make an entry 
in their l>ooks and there theajmatter ends. ' 

Q . — Sometimes do they not give inx>»noteK? » 

A. — They do not give any pro-notes, not here at any rate. Perhaps in 
Madrons they do. Here not even an offieial* reeeipt is given for tlie nuaiev 
deposited. The confidence is so much in the indigenous hankers tlint a mere 
entry in their hook.s is sufficient and no receipt even is refjuired. AA^henever 
the depositor w'ants money he can draw it. v; 
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y. — Gt*aeriiHy lor what do tlioy lend the agi n nhnr»Ni.>F 

A. — Generally the f'omhtioii wdl Im? to get rei>ayinent wUvn tlie |>io<huo 
cOiue*» into the debtor’s hands. 

y.— That is during the harve'-t season r 

A . — V'os. 

— Von were just saying about giKloaiis. Do \on think it is In'Mei to 
have wui'idioUM''' run l»y tiie (ioveriiinent or the nmnieipality or nm l.y 
private people*" Which will be more i>opiilar? 

^ A.— De<»ple ubo can afbml to iiivevt tbeir money m imiUling honsi^s i an 
(ertainly invest in building gmlowns and that will ct'rlainly bt' much bcitci 
if only they are direited jiropei ly and facilities are atfordiMl to them, 

— Do you not think that the indigenous hankers Mill lia\e more (‘mli- 
dence it they wme to lend against pio<ine<« kejit in godowns mn hy llie 
Government or the niuiueipahty or the district hoard, than against the 
jjirodnce kept in jirivate g4)doA\ iis ■" 

.i.— l have airea<ly iiHMitioned that a ceitdicate < erM'spdmli ng to the 
M arehuuse-ke<‘per's certiluati* will lertainlv he of gieai advantage lr» 
tlie indigenous hankers and ultimalely it udl help llie horrowcr in lhai 
the cost will he reiliictHl. 

- Voii say that the total iinU'htedm^ss ot tlu' i>ots mav hi' estiiualc<l 
at alMOit Ks. cnires m vonr distriit. Does this un lude the' mone> lent h> 
tile iiuligenniis hankers I** 

A.-- Yes. 

say in regard tn land in<»itgage hanks that the dislint can hcai 
another ]S hanks in addition to ihc' two i‘\isting iianks, \\ dl tlic's la* in 
a j»c>sition to do all this hiisini'ssy 

.1.— AN'cll, tlie> ought to. 'I'hat is all I can sa> . :iim 1 il thc*\ do it, tlm 
looneys ol the iiuligenoiis hankers udl Ilou into tin* hanks, d’hat is what 
wi' find now. 'I'heie was enough inoiiex i> mg idle m tlnir liancU. With tlm 
I'stahlishiiient ot the* land mortgage hanks, the co-opera 1 1 \ «* lianks and onr 
own liank we lind somi* two or thrc‘e ol tlu'se piommi'nt imligenoiis hankci s 
liiulmg lots ol monc*\ in iIn*!!- hands without an\ ijosmIhIiIs ol inve^img 
so that in dull sivisoii they ki*(‘p th(*ir incniey as dc'posits in the hanks. 

.\s hanks iiicjeasc the moiH'Vs arc* iiccc'ssarilx lioiind to llcm (o the hank> as 
deposits. 

Q.---As lor the linaiicc's tlu* men hauls m (owns hke Masiihjnitam lecjnin. 
from w lioiri do tliiu gi't money;" 

A . — They get Iroin tin* hanks or the Marwain m horn the miml ao 
conrits that IIk’V have hi'tweeii men hauls cd one* plaec« ami aiiotliei. 

(,>.-“'Yon say that 'at presi'iit joint-stock hanks lend only ioi 
mnnllis wink* c-o-opci at i\ e hanks leml lor 12 monllis c'seept uhen- they give 
hvi* yinirs’ loans and that in l)(‘lw<H*n Ihen* must he* fliice vc^ais’ loans also,’ 
('unld banks afford to give loans lor tlue<* years.*" 

A. — Wc‘11 if the,v acci'pt de]»osits for tliree vcaJs llien* n nothin/, ( » 
jnevent them Irom lending lor a [X'liod cd iIikm* vcais. 

(J. -Do they get dejmsits lor three > ears':" 

A.-~^Vi> do. In suc h < as(‘> it prciper c aie is taken i n \ c'sl men i lot ikier 
;^ears must be i>o.ssihle. 

Q, Is it jiossible to gel ch*p()sits lc>r tinec* veaisy 

A. — Yes. Most ol tlie indigenous hankers nou hnd it ^aler lo dc pe tl 
their money.s with joinr-stoek bunks. 

Mr. Thomas-. Wkv is it safer? 

A , — lieeuuse tlie wi#iiiess ot the hanks i.s jmblie and well known am! 
ibc>* feel sure oT their money as they can g<*t it whenever thc-y uaid 

„„You hivyn that tin* Vaisyas arc more popular. Ifut arc the y not m 
the same positipii tJhe Marwaris? 

A, No. The Marwaris are lorcigners and thmr hiismc^s is not so 

well known m that of the > aisyas who belong to the place* 


Mr. Muniswarni Nayudu: You have dealing/: in zamindaii aicas^ 

^Not milch, except some few people, who eome to us lor l>ori owing. 

q j>Q you find any difficulty from people who belong to the zainiiulaM 

We ^0 not find any difficulty in their dealings. 


t 
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Q , — ifave yon C‘Xpcrion<i*tl anv flillkiilly in ascertaining Ibc valne of 
the lands u*^cl the title-<lccds of the man? 

A, — \cs, sonic. 'Fhcy arc unaMc to prmlncf.' them. But these diffi- 
culties will come in tlic way of the siuicssfnl working of land mortgage 
hanks. 

'riini is Inn*, hut I ant ;nking ahoiit your own hank. Have you 
foiiiul an;v diflirnliics in ascertaining the title to iaiidr^ Jlave \ou any 
sugg(*stions to make to iinprove hv way of getting lietter proof of the 
title to land? yt 

A.-' f have alreaily inenfioiK'd that. An ugcuny may he set np for this 
j)Urpose and if the zamindar allows the land to he surveycsl and paltas 
and inneliilikas to he given then an iinproveinent will ha\e been made in 
that direct ion. 


Mr. (•njHthi Mrnoii: Yonis i> a joint-stoek hank is it not? 

.1 . Yes. 

O. What is tile panUnp value of your sjiare? 

/!.- It is Bs. ](K). 

Q. Fully paid up ? 

.1. A'(‘s. B<*<‘enti.\ w<* han* issued some shan*^ Ihr paid-up Aaluo of 

which i.s Its. -of). 

AVfmt is the \;du(' of the sliaic* in 1 he share iiiarkef? 

J. I‘'ully paid-Uj) slmri's arc* ijtioted at B*'. I hh 

f,>. .\nd partl.v paid-np shares? 

A . — I do not know their (jUoLation as they have heen only a moutli hack, 

What is the total nnrnhc'r of vonr directors? 

/!.- Kleven. 

-You are the seerelarx of the hank? 

.1. - Yes. 

V ' How long have you hec'ii the sf'crct a ry 
/I . I ha ve heen thera* since Septernhei Ifrjp. 

~ Hax'C the di!(‘ctors dclegat<'<l to yon anj powers? 

4.- Yes, certain powers incidental to the (ar»ying on the odito of tlio 
.socretar\. ‘ " ^ 

Q, Are .Mm anlhon/.ed to grant h»an>;^ 

.1 . — Not aloTK*. Foans were granted and sanclioiK‘<! at a hnsim."^ enm- 
inittce o( the directors’ meeting originall.x, Imt sonic limo last rear it was 
idmlishc’d and the inunhci' ot dirc'ctors nalc’ced trom lo to 11. 

So tlii'i'c is no husincss commit tec? 

A. .\o. 


O.- What is youp (liicl lM;sim*ss? Banking Imisjik's.s? 

4. B(‘ci'ivmg deposits, lending against tlcpo.sits, agani.st joint bign.i- 
lures, discounting lulls, selling drait.> on other jdaces, etc. 

(h -Oo you open sa\ings hardv a<*coiints? 

4.— AY'S. 


-AVhat is youi cx[)crieiice ol savings hank accounts in 
Are Ihev \ erv impnhir? 

4. -Yes. ‘ 


,\om hank? 


sum you have got in tlic savings hank aceuunts 


What is tile total 
ot your hank? 

4, -We have Bs. 20.(XKl in tluiii. 

Q — Against current accounts how niuch,^ ^ 

.4.— Wy *“'Y; at«o..t f.iH> tlw dull bt-n-^on und in the husv season 

heiwwn Bs. od.tKW) and Ifs. / >,tKK). 

Q , — Hoiv much in fi.ved deposits? 

4.— Wo have now' five lakhs. 

Q. Can yon suggest any me ins h^t wjiieh the savings f«ftnk acconnU 
can encouraged amongst Hie iw^ople in the kxality? v 

4* — It can be only done f>y CHlueation. . • - ^ 

V— Have you any suggestions to make as a I, auk soeretuia* to inicam 
the banking habit, on the part of the people to open luoielavings bank 
accounts P ^ 

A,— It is only 1>.v making the bonk more powerful and mow iopular and 
adding to its ne-tivities. a>'j»uia! ana 
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— \V’hat IS tla* rate of nilorovi yon aro alloain" your <\rhtoi»Knb’ 
hank r 

A ~ \S \ are allowing 4 per itnit on tlie inonlhly nnniiunin halaiHi 

O. What the unniinuin htilaiui 

A Us. » 

O. hat inti’r*.'Nt are \ <m aiio\A iiig oiv hN(‘<l <le|»«»>i!s 
.1 . - ji piM cent. 

— Is it jKrssihle lo.iiOK'ase the rate ol interi'>t on ihcNe sa\ ings hanK 
aet'oniits lu order to indtiia' ja'o|*l<* to <h‘|iosit tnoi'* iiuitjeN in that ,o ■' 

,t.~ 'I'he ratt' ol interest dots not C(nm4 nnnh in this cum*. It i^ tlie 
hahit tinil onght to i>o devclopetl. 

~ Do > i>n think that hy allt»umg tile'll' people to dian ilieu ameont . 
llolli the sa^ ings iiank aeeonnt hy lIlean^ ol ehiMpu's jvon eoidd «iMie,t!n;;e 
the opening of more aeeonnts hy tlu* piMiple!-^ 

.1. — I do not lind nn^hody (omplaimng alMmt. it. Now when th(\ w. nl 
money IIk'.v smid in tlieir Utter with a me-s,c*ngm witli lite pa >s. hook and 
thus get the iuom\\. .My i‘\penenei‘ that some ol tlm^r people who h;o <> 
mrii'nt aeeonnts stmd tlieir i»ass-hooks when they draw ilnmies. 

(J. Sime the slam(> diitx on eluspn'N Innc hf m ahojislie«| do von (md 

that jieopU' ha\'(' h(‘en i::>.smng more eln ijne'. i*' 

.1.- As 11‘gards such of tlm>e people w Im have h('en at ( ii'.l »ni- -d to ent- 

reJit aeetmnts Ixdore. tiie> eertainlv art* using more t he<pn>s. 

• (^K ^ <>11 sa\ that the itaiiking liahit mi I he pari ol tin' p'-op e Ua i 

mere used ? 

.1. I do. Hy tlie aliolitnni of tlie slanij* tln<y more Itankim' atioiini^ 

1iave lieen ojieiied and greater use ol ehetpies ha\f ht-en math* 

f,h- Alt* tlicse ehetpit's all tlrawii in I'diglish;'' 

A 'I’he niaj<»rit\ of tlie ehetpies arc drawn in ilie \t'»n.nniir. 

Arc yon issuing < lictpic' hooks to voiii eonditm nts pnntetl in \t ina- 
( tilai ; 

.1. AVc have now onl\ lOoglisli eheipie hotiks. hnl we are tldnking oi 

ha\ iiig them prinlt'tl in 'I'clngn also. 

fd- ^ on told ns a little wlidt‘ ago that peojde e\ ja i n n( c tldln nlt v in 

d('cij>hcring (.nnloisements tni ehetpies. Dties vuiii liank e\ p,n ime'e ,in» 

diHicnlly in decipljering voiiiaenlar einioi .scmtnjts 

.1. 'Die tiling is, \\c find a lot of (iilfieu!l> in makin;/ the pet>ple emUn ' 
in the niannci' we ictpiire. 

fd-” Snppo.se I do iiot know rcingn, hnl know oiilv 'ranot, I t ntUn -c 

a chctpi(‘ in 'ramil. W ill \<>ii a< < (*pi Dial (nidorsemeiit : 

,i - W'e < Jinnol jxjssihly rcfn:>(‘ it. We liavc to apjannl (to Kie/ it i.p 
sojnt’ (>n(^ who Ivncnts 'I’ainii. 

fjA ■ Yon do not think lliert* is anv tliflicnily m making a >pet i.d emloi e- 
Jiicijl a elietjiie e\en though it is made |»ayah!e i(, hearer:^ 'Mial i* ytai 
do "nV)f ohiect to hearer clietpios l»eing coiiv erttiil mfr» omIci clictpc s hy 

fopeeial eruhnseiuent 

A . — 'Fhe natuie td the hearer chetpie must not he alterctl mt'Kiv h\ tim 
laei tliat it is .speeiaUy endtn.setl hy sonndttMly. 

Q . — Under the law a hearer ehefpie hecomes an order chetpie 

il It is specially endoiscHih You want it to lie altere<lr' 

A.- — If that difiicnity*^ is removed i)erliaps the popnlanty ol che<pic'i will 
increase. ^ 

Q — ^What tljcn tlie salciy lor tlie jnan who emjor^e^? 

/I — It IS not irt>r safety that on<- sign.s on the hack of a heaiei ( he/p/e 
tts ^ matter of cnstoin. 

you %unt cheques to he drawn in t!ie vernu< iilaw “or heaiet ; 
at the sanu! time you do not want peojde to emiorse tlm <lie<pie to anotliei' 
on the back ^ k to make it a septially end'nsed dieque;" 



O.-^-There was a lej^islalion to lluii uifoi't. Wliat f want <o know is 
lionet you think tiiat the Kuroiwan hankers will find it diftieult to detiplier 
others^ endorsernents properly it they are made in the vernaeuiar, tfie 
endorsee likes, and they therefore wanted a fn^arer eh(S|ue or l>ill snould 
always remain so notwithsiamling any emlorsemeiits made therein to the 
contrary, I presiitne yon a^rtM^ to their contention 

/I. “I’hat cannot he helinnl, (‘specially when yon consider liie hundreds 
and ihousa?uls of people who will Ik* l>eneht<xl therehy. Only a few hanks 
will suffer and they even can afford to keep a mnnshi. 

Q. — A"ou are, theretore. < ontnnl ict in^. [tut yoi^ however a ant them to 
engage a mnrislu lor each language to get over the difficulty P 

.l. 'A murislii is a man wlui know,>> difierent languages, 

-Su|>j)ose then* is a central hank. You will find tliat a large* nuiidK*i 
of clieques with cndorscmc'uts made* in different vernaculars (*oming up 
there fujd es|H‘ciany if there* is a eh‘ariijg Jjoiise estahlished they will 
find it difficult to g(*t Ihe <*ln*<|m‘s put through that pailicular ch‘aring 

Ijouse eKpOf'ially when it <‘om<‘s say an hour hetore the time of eleariitg?' 

yl It niiglit i»i(‘on\ ('nience hardvs in cities say lor exarnfde in Afadi as, 

hut if we eonsi(l(’r the incoin (*ni<‘uce to hundreds of p(‘ople, I am inclined 

If) think vernacular endoisf'ments are preferable. 

you think it is laltei to kf‘ej» a bearei (Insjue alwa\>» a iKiner 

c hefpie y 

.1. Ye<, 

O.*- Have you had any ha<l debts in tin* past? 

,.1.- \\\' bud om* only in tjic past and that was only Idi a lew liundrcd 
iup<*f*s and we luul injidc auipU* pi'o\ isious loi it. 

(b — Voti said that by the audit by (io\ f'lnniout ot tbe aecunnts of co- 
operative l>anks tile i)ublic have got gif'atf*!- f otdifh'iu f* in tbe.se co f>peratnd 
socif'tif.'s. Are not y<iur accouids audited l»y auditors who li:iv(* pas.sed tlie 
(1.1). A. exaininatioii and (crtilif'd by tin* (iovt'rnnicnt 'rbt*n v liy do the 
pul)lic bavf* any pref(‘r(*n( c tor tin* audit carri(*d ont in co-opeiativc banl*s? 

.1. — M’berf* is a lot of diffcrf'ncf* bctwi'cn audit and insp<**tiou. Atulil is 
jnerely looking into arcounts. and tlifur coirect ness. Jtut inspection is go- 
ing into the liiisim'ss ot it also. 

f,b -In onr oiflinary joint-sto<k banks the dir(‘cl()i‘s aic r(‘spon:siblo for 
tin* business asjx'ct ot tb<’ bank. Tbe auditor audits tbe aeeouiit.s hubmitted 
lo birn by tbe ilirectors ? 

,1.. Hut tin* director is a man of tbe bank and \\bat he does ilu* de- 
tiositirig public Will lone no knf)\\h*dgt* ot and sijicf* tlu* apooinloncni ul 
tbe auditor (lcp<‘u<l> upon liini. tin* auditoi- does according to tin* directions 
ol tbe direetoi-. 'I'be auditor can iu*vf’r be inde])(‘udent in .bis ^'ie\v.s nor 
tuuld in* write stiongly against tbe bank. 

f,b - You know ib(U'(’ is a proposal by tin* (lovi'inment c*l India to l.ave 
a society ol auditors (st a blisln*d and all tin* duly (|ualih(Hl auditors are to 
bf* brought by registration inlf> that society. It such a socii‘ty rs stalled 
do you mean to say that lln'ii audit will not be eonsidered so gowl a.s audit 
(un ied out by the co-o|K*rai!ve d(‘pai'tmcnl ? 

/I,-— Yes., if it is an ind(*p(*nd<*nt soci(‘ty and the ajipointmeiii (if the 
auditor or auditiii's is ju>t in tin* bands of Ibo bank, 'liuit ee’lainly will 
jinjnove matters. My objection to tbe auditor is tliat be coiperns hitnse^f 
a])Out accounts only iind inspection is .somctliing more than tliat ami tlio 
latter will ml use more eoididenef*. 

Q , — AYltnt retnedy df> you suggest 

A . — That the appointment of the aiirlitors ,shotd<l not he in the hands 
of ihe hunks and .should not he in the hands of the directors also. 

Q . — iJut the diroctor.s are r('spoMsihle for the accounts? 

A. — The diriM tors are and ]»ar(el of the bank and tin* investing 

jiUhlie iuivc nothing to do with tlie bank. 

Q — The directors arc responsible to tin* shaieliolders and to tho invest- 
ing public and the auclitoi-s are appointed at the annual meeting of 
fshai holders? ' 

/I.— But wlj^t about the responsibility lo dopositor.s? That is why 
deposits come inoi-e fiequently to co-operative banks than to ordinary joint- 
stock banks. Of course there is the questions of prestige also, their standing 
position and those things. 



31 


it general tlu%t more d^'posit* c'ome to eo-ope»utivo sovitiies than 

adian managed joint-stock hanks? 

/I, — To some extent I think it is. If a hank is staiUd at the ^nm*‘ tinu* 

AS a <*o-o[>erative society thou [>eoplc go to Uie latter. 

Q , — Yon nientionixl n little while ago that money depo-iiifnl with in»li- 
genoMS hankers even witltout the soin h<‘ing etitortsl tn tin it pavs-lnaiks oi 
without giving any reeoipt lor the dt'povit. !)<> th<*y in the v;nno mann* i 
lend money on onen aeconnts When they grant ove*tlratts m jetoinino 
jliitton hv loans <lo they treat that transaction similuiy.^ 
they In^gin in that uav. 

(^. — A man (oim^s and ai rang<‘s to have at» overdraft or .1 h an lioin an 
indigenous hanker. Yon say that the imiigenotis hattktns .illou ioin tiu* 
loan even without security. Do th(»v do it gein'rallv 

A.' — That is not always the case. lint generally a p»'r;on < nines (n an 
indigenous hanker and ttOls Itim he wants money and In* giv<‘s >t. Imt ni 
doing so he eonsiihns wlndher tln^ custoineis' crcslit is ver\’ m>od. It >om 
credit is ^o<kI yon liave only to smid s(nncho<l\ to tin' hanker, ind he g«\ts 
tiie inono;^. As regaiiK tiie limit ol tin* o^cr^lralt it ilcjicnds i.|M.n mi 
{ iiinsianeos. 

you J'md imic'n coinjMlition hciwer-n he hoW(;ns and Indian 
managed joint-stok hanks? 

A . — Only when a man cannol g«‘t accommo<la( ion I roni ;* h.ink lliaf he 
L'oc-s to the indigenous hanlo r. 

Q. Do >011 tliink in sin-h cases tin* sou<‘a!s d<‘is.ind higher latc' oi 

interest? 

, .1 .--No. 

Q. — T)o you think tin* intlin*nc(' of tin* sov.iai is waning *mnh? 1 -i he 
stil! a living insliittliou ? 

‘ A. — Tie is still carry itng on ln> Inisiin* s and nnlcsv, the i-o-opei alive 
movomont has taken root in each and cv<*iy village 0 is not ]ios-,ihIe lo 
displace him. 

Q . — Are vtui ath'ancing loans inoia* on niercantili* pr aliico or on focaJ 
grains? 

A. Tt is only against ji.oddy wt' aK* ad\nming loans at M.iMilipal am 

Q. — ITow many Inaiicln's have* >ou? 

A. — Only one in Cocanada. 

(j — You said you e>;|K*ri('nc<* sotne difllcultv in making inlcrnal mnil- 
tttriees. Ckan yon suggest any i*<*m(*dn*s to oveuonn* the ditHcnlly? 

A. — The Imperial Ihink »s in chaigc* of flu* (iovei rirn • it trofisurv. dlpat 
hank should give* some facilities to the joint-sto(k hanivs. Now th(‘v ni** 
treating the joint-stock hanks and <ir<iinarv cnstoincrs ii the sani'^ was, 

I suggest that som<> prefeM'nt in( treatment should he acf‘oi(h*d 10 the 
former. Tf they (lUoto lower lates lor Iraiolers niternal i('miMances will 
he faeilitatt^l. 

Q — Ju this connexion what is the secmilv that von propiise g^'c 
to the Imperial Dank for such lo'lp that they aie r(‘finiri*d to render to 
\*0V1 ? . 

A.— Wll, the seeurity is the gt'uera! assets of the hatik itsvdf. 

0. — What is the percentage* that yon (>\peet to get *n ‘'inh 

A. — The Imperial Dank discounts for two annas or ilirei* annas pei 

<^nL 

Q. — No. That is not it. .Suppose yon linvi* a hundi for Ks. 1.000 and 

'’’hat proportion of it yon want the Imperial Dank to advanni to yon'*' 

\\ ill you put it at 60 or 70 per cent ? 

A. — If a merchant takes a hundi for sav Rs. 1,000 to t!ie finpeiial 
Dank they take two or threi* annas per ctnit and give the ix'st to him 

right away. 

Q . — ^What is the usance of that hundi? 

A. — Generally payable on demand, or wiUiin a few days. 

Qr — If it is drawn on the Imperial Dank itself they w iH if it 

is on anv other banker will they give? 

A, — ^Yes, they do, hut they take into consideration the ^credit of the 

dtawor, his reputation. 



Q . — You mean that if there i.s the Imperial Bank anJ an Iiidutn managed 
jciiit-si<Mk hank, you want the hill to t-oine to the joint-stoek hank? 

A. — Ah it is now, what we find is when we (jiiote a rate, the Iin|>erial 
Ba .i; <iuotes a lower rate. 

O -On winit floes your lending rate depends Do you cpioU a (t rtain 
pei < 4 ntiigi* over th(‘ liii|>eriul Hank rate? 

d -W'c fix our ow n rate, 'f'he Iniperiai Bank has jr.ji s4i aiany hianelie.s 
so iiiiieh so thev neefl iiot pay aii>h<Kly in the toreigji pla<** to tolleet the 
ionidi, hut we have to jjay eolloetiiig tonnuission. 

If you eonsi(l(*i‘ tliat there is s<‘i ions eoiutx't 1 1 i<ai . is it not hotter 

that tlui lending rates shouhl hi* IiximI hy all tiie haii^s ronsrilting litgether? 

Is it not heller to have* a hxf'd holding hank rate? 

'(’hat is po5>.sil>h* only wli<*ii ail the hanks are on tlio same level, 
'lire Intpf'rial Hank stands in a privih‘g<*d position. 

\'ou said that the luereaiiiile coimiHinity <hK*s lud rare to siafd 
Uu'ir ho\s to any lianking ( las.s or ef>ninier<‘ial sfehools. How did \ou ilraw' 
that iu’<‘i tuu e? 

/!.- Jl(*(ause tijose (toys are liainod in their own shops ftoni tne begin- 
ning and iiH‘el\ ilo you hiid lumshanl.s' hoys gojng up Itu* JiigluM’ studies 

anfl these eommef'f iiil studies can he la gun <mly w lu‘ii the slmlents eoiiie 

to the tilth form oi the sehool final class. 

y, Nowadays yi>u find a nuini>(‘r of eoinmi^reial sehords springing U(> 

evi'rywhert* in tl»e f*resid4*m> and W4* liavi* a surplus of students who have 
< oim* oil! from tlio eoinniereiul schools. Will you appoint on<* as a < lerk 
tthp^lias got a pi’acLicnl knowledge of hanking and who is (‘dueated in a 
ehluhKU'cial sehool or lake one without posscjssi'ig that ({iia)ili«*a l ion ? 

.I.-- ! will, hut the moriaintile (‘oiniuunily will Jiot. (‘mtaiuly the train- 
ed man i.s hotter than the tint mined man. 

Do you consider that hanking education is a msessary (Hpn'jnuent, 
for a ha nix clerk? 

/I. — Yfvs, it is an ahsofutc necessity. 1 find that owing to the cxistcncv* 
ol tlu‘ co-operativ(‘ movenumt a lot of p(‘ople wlio oth(‘iwisc would liavo 
known nothing of ))anking know much about hanking now. They net ns 
Ht*cretn l•i<‘^ and cici ks and so on and tln*v hav<‘ had no (shu ation in I ank- 

ing. 

Have you got any clerk in >our hank wdio lias got a c-.u‘tiii< .'itvi in 
hofik-kceping. or commercial practice or linking? 

.1. -1 hav<‘ one who has pass4*d part I of the Institiiif’ f)l B.ank'us’ 
('Namination ami who has passt*<l most ot the suhj(‘(ts in j)art H. 

Q . — Do the merchants charge any interest for Jnvnd loans given to other 
mercluuatrf? 

.'1.1 am not aw^arc. 

Ml, Thoiu<if<: May 1 know^ wdiat interest you charge on current ai'couiit? 
.1. 'two and a half per C4*nl on flaily l)alano(ss. 

i\l I , Ifiintiril Snftaii Mdriiaii : You just said the Imperial Hank has 
nsk(‘d sonu* ol tlie imu’chanls wlio d<*alt witli otlnu’ hanks to close thei! 
acisumts ot 4‘lse nol to have' t raiisai t ions with otlu*i‘ hanks? 

A Yes. ^ 

“Wen* you satishisl at lhai lime when the Imperial Han^ warned 
tlnuii that thtise merchant', w eix' n<>t iti<leh(ed to the Imperial Hank If) tint 
In It ? 

,1. - It is not a (|nostion of indehttalne.s-s. It wuis moix'ly for disrt^nnting 
hills that they (uittie to ns. 7'he rpu'siion of jindehtedness to a hngo 
extent does not arise at all. 

(^K — Your hank does not advan<‘e on gold? 

We dfi not want to engage in it jnst at present, hut on pro- 
d\i(‘e wo have just begun. 

0. — You state you are giving loans only on paddy? 

4 — Hetause that is the important available produce in .Ma^ulipatam. 

O. — Fi-fun what you say you are not for the opening of more luaneheR 
of the Imperial Bank? 

.1. — WYdk not in competition to Indian managed joint-stock hanks. 
Where ali^eady there are no Indian joint-stexk hanks the Tmpoiial Bank 
(arr open hranche.s. Ctu tainly if no one is there ali<‘ady any one can ho 
there. 

♦*» 


(The w itness then withdrew.) 
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Oral evidence. 

TJir ( 'Juii nn<i n : Mi*. Adin ri\ ar. U(‘ aro- iiKli'htod to >00 for IIh' uspIuI 
lioto you I'urnislied on tlu* ( ’oininit f| iiost ionna i rt*. 

<J).— TTow lonp: Inn'e you Ixu'u in tliis ( Vi-oporal i vc' lli partinont r* 

A . — T €*n yoa rs . 

Q . — And Uefort* that ? 

.1 . — T was a Povonuo divisional Oliur^r. 

Q. — W^liei'o did yon sorvo? 

.1. — In tlu» Kistna, (icwlavnri, Xolloriy Cnntnr an<l )>nrlly in Cnnjam 
and VizuKapatain districts. 

Q . — But mostly in? 

A . — Ivistna and Godavari taluks. 

0 . — So von ]iavo pjot a iair amount, of ('x per Imu c^ ? 

A .—Yes. 

Q . — T propose to ask you a few (picstions regarding; (lie ro<‘<^u’d oi 
"Von .sncKest that it slionld Ik^ dom* hr lVu> ]?(‘V(*mjc Dcpailmcni? 

.l. Yes. 

O , — .\ .snciot^st i^)n w'as made ycst<^Mflay that any r(‘r*ord of riaht'^ shon)(f 
bo in tho Imnds or.tir*(*]>* of tlio l al ion d<*pa rt fiuud . 

.i.-T a|)poar-to ]iav<‘ said in mv nolo, the Pevenne dt^pa » t nu'nt. in 
collnboralion wdth tlio Poo;isl rat ion d<‘part inont . 

O . — do yon til ink t lioi o vvonld h<* any difficidt v in t ho wav of the 
Poilistration dopartnumt out in ly takintr ovtu* tho wh(»lo Uiimi? 

A . — 1 do not know wliothoi* thov will )m' |>ro)>arod to take ovau the 
wliolo thincr and whether tlioy would find it nossihlo to havo' the ihinti 
af‘o^>mp]ishod ivithont tin* h<‘lp of th<* Pcvcmio department. AVhthout fhii/ 
n.ssistanee tliey (sinnot take up tlie work of eominlinuj a rcaand oi rii^'hts 
hoeau.se the main lines of entjuiiy will have to fie done fjy the P/ivenno 
Offieers. 

O . — Will tliere have to he enriuiry on the .s[>ot ? 

A. — Yes, in eortain eases. 

O. — Tinder * Indigenous hanking ’ y^in refer to the ' Xagn ’ system. T 
gather from vonr not^ that the * Xagu ’ system of loan, of granting loaTi 
repayable in kind inv<ilve.s .an infinitely higher rate of int«‘rest than tlie cash 
system. Ts that vonr idea on the subject? 

A . — Yes. Tt obtains onlv in c'eiiain T>oitions of tfie Xellore district and 
to my knowledge not in the Kistna district. 


♦ "For written eyidence. vide page.s of Volume TIT. 
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O. — ^Why is that? Do yon think it has died out? 

3 . — It is dying out. 

Mr, Thom<u : You have stated in the very first paragraph (r) of your 
note ** the tobacco growers in the Guntur district receive advance? frcun 
foreign tohacco companies for cultivation on the understanding that the 
produce will l>e sold to the companies Do you hapi>en to know the 
terms of husiness on which this is being done? 

4 — j do not know. Bui I know' as a matter of fact that tins ]/rac‘tice 
exists, ancl that loans are given on this understanding. 

— You have no idea of the methods of the transaetion? 

j\ — Xot of the details of these transactions. 

Q — Yon say that the Government hav<» rai>>ed the rate of interest on 
takavi loans fiom 1907 to 1921. Gan yon tell mv why the rate has been 

pushcHl up? , » , 

4 — That is the rate at whic-li the Government themselves borv<»w, 

^ __r)o you think the ' Nagu ’ system is dying out.^ 

4. — Yes mainly as a result of the c‘>:tei»sion ol the eo-operatire move- 
ment. 

Q, — Aecv^rding to Sir Frederick Nieh»>lson’s Beoorl, if T remoml>or right, 
tho greater part of the loans were grain loans. It is not so now ?^ 

A. — Grain loans are now going out of vogno. Sii‘ Frederick Nicholson 
pnhlishod his report some 30 years ago and his conrhisions at that time 
does not hold good now, at least in this respect. 

Q . — So grain loans are very few? 

A . — Yes very few’. 

Q . — You say “ the village monev-lender geneially cuitcus into a contract 
with thc^ rvot that the ]»?'oduc*e of th<' land shall he sold to him at n favour- 
able rate immcKliately after the harvest Have you any idea as to what 
extent the ryot loses thereby? 

A , — By selling it at the hnrvc^st the ryot loses from 10 to 20 per cent. 
By holding over the ])r<Kluce for some time moie he woiild have got about 
10 t<» 20 per cent more. 

Q . — You say in your note tliat sucb loans giviui to agricuiltiuists are 
not always used for agricultural purposes. 'Flum for what otlicr purposes 
are they used ? 

A . — For marriage* oeremonies, education of childr(*n. otliei- cerc*inonies. 
etc. 

Q. — Have you any idea as the pro])ortion of the loans spent for these 
different ])urposes? 

A , — 1 think I can only hazard a guess. Bonghly it is only 50 per cent 
of the loan tliat is spent foi- strutly agricultural jiurposes and the rest are 
spent on other purpases as marriage, etc. 

Q . — Of the other purpose's wliich is the most impoitant? 

A . — T think, marriage and its incidental expenditure as dowry. 

<?.— What ahont jew ellery ? 

.4 T do not think tliey get jewc'llei'v from loans, exc'ept ];erhap.‘i-' tliat 
part of it whicli got\s to the son-in-bnv or the daughter at the time of tlio 
marriage. 

Q . — What about buying land on borrowed money? 

j\ — Y think T have stated it in my note. 

c>n speak of n nidhi in these parts. Does that nidhi have a si i. a re 

capital ? 

.4. — It is the Nellore permanent fund. T have no idea. 

Q. Huve they any had debts? Have you anv information on that? 

yi. — No. 

Do they distribute profits to their shareholders after taking into 
ttcoount tlie had debts? 

.4, — I have no idea, T am not aware of the details. 

P. — Is there in these parts much fragmentation of holdings? 

•4. Yas, to a large extent, aspecially in the deltaic area. 

Q. — What is the lowest holding that vou knoiv ofj 
4. — Sav one acre. 



O . — Nothing below tliatP 

-1. — There ai*c, isoinetinicb, even oO txMiU, l>ut geiierwlh c>no ueie, or GO 
OcnV^ of wet land with .some dry lund^. 

V , — 1 suppose a man will have generally laith dry and wet luiuUy 
A . — Not neeessarily. There are vilhiges whieh hix* pun'ly dry aid I'tn- 
tuin villages purely wet, and some an ndimxtura of both dry and wet. 

— You think that there is eonsiderahle fragmentation going on and 
that it refill ires to Ih' ifH'tihfHl. 

T. — Yes. The numlM:*r ot jiattadars is increasing, 

<,>. — I>o they divide eacli held into hits when hrothers divide, or th» 
they give one held to one and another lieUl to anothei K 

.1. — That is only veiv iaiel>. Gmierally they divide eaeli held into 
hits. 

Q . — To what extent dii Mi'ssrs. Hrnnnei Moiul Co. and Parry iV Co. 
finance the agriculturists? 

.4. — They sell their leitilizers here. 

(J. — Yqu sjieak ol Heddi hank''. Are the> regular Imnlvs," 

A. — They are not registered lmnk.s. Tliey aie like Vai''>a> ami they 
are peculiar only to the Nellore district. 

Q . — You have given the capital retiUired ioi lultivation exjmnses for 
three districts. How did >ou aiiiie at llu>sc‘ hgurt's-' 

/i. — According to iun oionion lhi'\ leprescnt the noniial t ulin alien 
c.xj lenses. 

Q — What will be the highest yield tiom that land? 

.4. — Frtim a wel land it will Ih* Its. PK), Hs. ;tii is tin* ( ust of pioducHnn 
cv cultivation expenses. 

~ Dvi ;vou [lossess an\ notes wheic >ou iiav c a«cuiati‘l\ put <iow n the 
difTerent items? 

‘ A. —No. 

Q — Yqij .si>i'ak ot ' intensive 
what It means? 

A. — Co-operative tMlncalion hv 
teach the villagers tlie pnncijdes oi co-operation. 

Q . — Yon mention the tobacco fomjianv’s lactor.v 
nny idea ot their transactions with their clients*' 

.l.— No. Hnt they have large 1 1 uiisact ions and they amount to luklis. 

Q . — “Are tliosc* who cultivate tobacco able to get tin* maiKc'l i>rice for 
their produce? Or have they to accejit llit' prices oflcit‘d tiy the conij*any 
not being able to lind other inarkc'is to sell? 

.4. — Idiey have to acx*ej>t lower tinces lor want ot oilier markets. 

Q. — You sjicak of Jnclian Insurance couipanic.s being cnconragt 1. To 
what extent are people in the district with which \oii aie uccjuuiir.ed; get- 
ting thomselves insured m Indian jiisuranco coinpanies. 

A. — The Andhra Insurance coniiuiriy is doing good Inisiness in tills 
district a.s also the local agents ot other iii.surance companies as the Oiiental, 
the Empire, eU-. 

Q , — Why do yon think their husiness is not making lumh progiess as 
compared witli iureign insurance com))anics? 

A * — Hecause they were stalled inueli earlier. 

Q. — Y'ou mentioned about the Audliia Iiisuiaiice Co,^ Musuliptilain. J.** 
it working well ? 

A.— Yes. 

Q . — I suppose they invest their premia in co-operative hunks? 

A, — They have taken Hs. 10,000 worth of cfebciituri's in the ^'u(llanultl• 
nadu land mortgage hank. 

Q , — In your opinion what percentage of people who Ixnriw money 
from the money-lendei s on ibe security of their lands have eventually to 
sell their land? 

A. — I think it may Ik* al>out 50 per cent. 

9»~Oiie gentleman told us yesterday that about 75 l>ei cent of the 
cases known to him end in Hie «ale of fund. 

A. — It may ultimately come to that after a lai)sc of 50 year«, 1 think 
thia 50 per cent is too laJ’gc a pcivcntagc. 


co-opcnit IV e educ ai H>h Mnv J know 
sc'iiding iruincd men into the v illuges to 

at Cliirala. Have ^ou 
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— The tiprcad of the alive luovenieiit lias coliipellod the indi- 

getiouB bankers to lower their jiiterest. Is Jt not m);" 

A. — Formerly they were eharging 12 to 21 per cent iniert^t. Kveii 
now in the interior they ehurge the saiiio high rate. Wherever there are 
ecMipei'tttive soeieties there their Jutes are aliaast etpial to that of the 
society. 

^f,—l)o you know any njoney-lemlers who liave invented mom\v in co- 
operative s(Mietie.s r' 

A. — Only a very few'. 

(J , — Do you know of people l»orrow iijg from eo-oj)ei utive society and 
lending tlie same to outsiders at higher rate.N of interest i" 

.1. — There may he a few cases here and theio i)Ut then are not general. 

(j — yjjy MiggC'st any means ot discouraging that jo ac tic-e ^ 

*1. — 1 have no suggestions. L5ut the individual hon-owing power is 
limited so much so that even if they do it the profit will he onlv very 
iiiiiitod. 

— You snggc.vst tiiat ‘‘ co-o]»erati \ e cmitral hanks and primaiy socie- 
ties should develop tlie system adopted l>y ilie eoiumercial l>an is f(>r trade 
purposc.‘s, cvsjieeiully the .system of fiiindis and discounting hills Do you 
tliink that su<’h Inisincvss is siiitahle tor co-oj)orat ive societies-^ Is that 
work a right lmc‘ of (h‘vi'lo])inent for tlie co-opei at i ve movement 

A . — it is u dcjsirahle practice. To lic'gin with nriian hanks must hc' cm- 
couraged to develop the linndi sysUmi. 

Q , — Have they iliC' ncx^-essarv c*xj)erience ? 

A . — As regards lliut point i am jiositive. We can make' it ()}»ligatoi.v 
on each bank to employ only trainc'd hands. 

y. - Is that the object of co-opcral ion (.'o-opcra( ion is meant to 
iiKTease self-belt) among the* mcmihers and not for coiiimei cial pnrjioses, 
Dut iiere co-opei'atton jmsses 1 rom the stage of mutual itclp to cotnmer- 
eial profit sc‘eking. Doc's it not? 

A . — i never advocate ])rolit seeking. 

y.—if co-o]>erative societies take to hill discotmt ing business, they w ill 
toiiio into eolltsion with joint-stoek banks. What do you say to timt? 

/I. — Drohahly J should not havi‘ said ‘ Primary societies 1 I think 1 

should hu\e stud * central hanks shotihl he encouraged to do it. ’ 

V. — Do you know' of atiy central hank that dex's it now? 

.i.--To a certain e.\tent tfie Mivsulipatam cetitral hank is doing it now. 

Q What success has utieiided that enterprise? 

.1.-1 cannot give a definite answer. 1 liavo not gone into tlie details. 

V~-Huve they inel with any difficulties or experienced any troublc^s? 
A. — To iny knowledge no. 

Mr. (JoiHiUi Mf iutn : You say that the' system of marketing of groundnut 
eroj) in these paits is not iinitojin. in what i'e.sj>ect is it delieient? 

A.- 1'hat depends upon the status of the jirodueer. if he is a poor ryot 
lie sells it at once at tiie time of tlio harvest to the local merchant in the 
viliage. If he is somewhat well-W-do. he earries it to the adjoining shandi 
unci if he is in a better iiosition he takes an advance from Messrs. Ralli 
Xfros., or V olkurt liros,. and takes also u forw ard contract and supplies the 
goods when they are leady. 

Q. In what way is the jiroduc'cr at a disadvantage in such cases? 

A. 11 lie has to sell it at the liurve.st, necessarily he has to forego his 
profit, which lie would have had if he had the capacity to hold over the 
prwhiv'e till a favourable time when the price rose high. 

Q . — This business is mostly done on the forward contract system as you 
have yourself statcHl. Is it not ? 

A.— Not in all cases, in a majority of eases this is lieing done in different 
parts us the crop is coimng up. Business men, 1 mean the exporters of 
big of small firms, both Indian and European, have to make forward con- 
tracts with the foreign firms and probably these contracts have to be made 
much earlier than the harvest time and they are being made. 



V “ Ny?>tem is that ihesi' export hoiises seiui thetr ai»oiUN U} tlio rtotn 
atitt make thes^' lurwuixl <x»niraets ut a liset.! priie. Pruhatily ilu* ronmuHlit v 
is tleiivereil imimHlintely alter the harvest. In what way is tiie rvot m a 
clisath aiitai^eous pcxsitton ? What 1 mean is that the eoiniiKxIity hu'^ to U' 
shipped SUV in the month ol l)ix*emher and tluvse eoutiatts are iiunU* pro- 
huhly in the month ol Aii).;iist or Soptemher and natniallN tin' pitnlmtr.s 
(luole a priee ruling in the market or whieh the ryot thinks it proper to 
aeiejil. In what way is the produeer handieappini r 

A . — The ryot will he in a la'tter position il thme is a hurean ot intoiime 
tioii or if the ryot is infornKHl eiilier ihroujih the lo-operati ve stx let les or 
some other agemy ol the ruimjr pi nes in the market from lime to tune 

Q.~ \u wliieh market m tlie .Madras market or tlu' ttnvi^n markitsr 
.l.--ln tJie toreign mai kets too. TIh‘ usual tiimij:. is tiuil the ju n c is 
lower in August and it is mm h higluu in Xovemher and Deiemher. In la. i 
I i>ix‘i)ared the iiriies loi gioundnnt pitMlme on the retpu.siinm oi ihr 
Hegislrar of (’o-ojierat ive Societies some time ago and I found tiiat in lad 
the ryot did not undergo any loss (onsideiing tliat there was a lall in tlu 
Kuropean inaiket subsd^uently , 

Do you mean it only taking into a< < onMi ihi' ( nsi of pioilndam;^ 

A. — Yes. Alter all. it sediis to he a gandde. 

y. — What ! w ant to know is whellier the j)rodii( er is at n d >sa«l \ ant agt 
in eiitd ing into tliese forward eonlrads with an> exporter. It he is at a 
ilisailvantage would yon sugge st any reme(i\ that \on can tlmik ol I' list 
of all. w hat is tlu‘ disaih aiitagi‘r The pi ir»‘ lK'l^^eell .\ngn.st and Deteinlx i 
hvutnates; lor the (arlid perioil of tiie t'\j>oit season Mit' prodmer gets a 
low pf lee. Hut as yon go on. y«>n will notice that d lu' has I nil her slnll 
• to sell, he realizes a ladtei price hrean.se it is tiu' tinii* when the lonunodd) 
gets searce in iln* market ’’' 

.1. -There w ill always he (hat ddhcully in the < asr ol indiisti ial (n»pv. 

Y’on arc' talking al»out gfoiindnnt whic h loi ins one* ol llic ini[K>i lant. 

coiiimodities e.xpoitc'd I roni .Madias and otiier ports ol this Ih c'sicUmu y , in 
fact it forms the tnggrsi article' cNportc'd. S«> I wish to know wlu'thc'r 
C'an suggest any way hy which tIu' prodmc'i can hc' placc'd at an aflvantagc 
to .secure ior him a liettor firice':' 

.-i.- Alv difhcnlly is whcthc'r tlu' actual price's ruling in the' lOnropraii 

market are being made known at least by the lexal agents (o the' rents, 

(,h — lUit llu'ie will he dinereiil peejple* eoining to jnirchasi' the' ailiclc' in 
the market and tliere w ill hc' eompcdit ion . is it not " 

A . — 1 do not think tlic're is much of e*oinpi'( it ion . So lar as my e.\)»eriem e 
goes 1 iliink otdy two tinns liuy all the slufi at presc'iil. 

(^) — What is the [n ice oi gronndmil now ^ 

*1. “I cannot say delinitel^. 1 had some note's made leaele Init I have 
not got them with me. 

Q, — Yon suggested as a remedy t hat the e o-ejpei at i\ e? mar ket ing .slionld 
be tried. Do yon think any advantage will he gained liy tliat;^ 

A . — That remains to he seen in the face of what >nu have now said. 

What is your experience with rc'gaiel to tlie groiindmit traelc’ and 
cotton as to the adulteration that is going on and iherc'hy tin' prodncc i not 
being able to get tlie proper iirieei^ 

I — Yes. The produce is not pi’ojierly graded and suited. Probably il 
there had )>een grading it would have fetched a j>re)])er price. Bui that 
recpiires a trained man. 

(Jf . — But uow^ this grading and sorting lias to he looked alter by ih:* yotft 
There is no preparation for the market;" 

.1.— Yes. 

priee is the same for different kinds of the same grade P 

A Y"es. 

Q , — Do you say tfiat the» same thing apjilies for cotton alsop 
Ar — Yes, there is no grading of cotton too. 

Q.~Iu the case of ginning and pressing have you hoard of anf adul- 
teration ? 

A. — Y«s. 
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Q . — Bo to .'*oinc exU?iit thib redii<;o<l price is due to the adiilteraiiou ibai 
is going oiif' 

A. — Yes, it is. 

Q , — You said that a rciuetly pools must Ix) cstahiislied i' 

A . — Yes. 

Q, — ^Have you thought ol the diilicultv oi estalilishing pools. ^ 

A— So. 

Q — i waul to kiiou the ohsta<les in lorming i>ool.s, if you know any? 

A , — We have Jtot tried them. 

Q, - Ah you said a little while agi>, want of knowledge of the market and 
want of knowk‘dge ol consunier.s’ wuiits stand in the ivay of forming jhk)Is, 
So you will have to educate the ryot with ivgard k) preparation for the 
market and also to find out the <onsumers’ wants. Without that there is 
no use of forming pools. Is it not? 

4 — Yes. 

also told in answer one of the <jUestions that it is better to 
have a central huteau of jnfoijnation. What sort of information do \'ou 
want tins hureau to collcH-t and disseminate? 

. 1 . — Ibices lor in>.iane(* that are ruling in the 1 ’iiuj)pur Jiiurket with 
jegard to eotton and similarly in the case <»l gioninlnut. Inlormation reganl- 
iug the prices ol sucli e<mimo<lilies all over the Presi<leMey should la* diasemi- 
nated either through the agency ol co-operative s(H‘ieties or liy Oovernment 
in some other form. 

tji.— So you admit that there are ditticulties in the present method of 
marketing? 

d , Yes. Ther e is no proper grading now. 

y.'" Is there any diflieuhy experienced in some j>arts with regard to want 
of proper toinmun ication ? I want to know w hether* the eidianeed ])i ice is 
due U) tlie (.liHieulty ol bringing the produce I rom one place to anotliu] ? 

d.“-No. We have got gooil eomiiiunications in these districts, either 
hy canal or hy rail or hy n)ad. 

vfiu exper ieined any other difliculty in legard to the low prieo.s 
wiiieh tlie jiroducer is getting? 

Q.-~ \ou know that the l(Kal bodies are kwying a cc'ss on tiie agricultural 
prcKluec. Do >c)u think tliat mihances tin' pi*n*(‘ in any way? 
d. No, we have no .shandis here in these parts. 

y.- You have made relereme to the loan and sale societies in your 
w ritten c'videnee. Wliat is tin? idea w ith w hich you w ant them to iia> e 
control over the sale of the pnalueo? 

l.-'ro make advances to the ryots lor the expenses of cultivation and 
to take over the produce and gra<le and sort it, and to see that the ryot 
gets the most for his pi*oduce. 

y.- What is the .system that you would adopt in selling the i^roduc© 
after it is graded? 

d. — J think it should he given to some wholesale dealer. 

y. — Should it lie hy auction? J)o you think that hy 2>utting it uj> for 
nuetion a l>etter price could he obtained? 

A. — No, I do not think so. 

Q. — Do you think tliat when you ojien loan and sale societies any extra 
estuhlishment will he iuH*essaiy? 

d.- Yes. A qualified mauagor and u trained aewuntant. 

<1^. — Do you think that if the central bureau of information which you 
suggested jiuhlishes painiihlots with regard to the marketing conditions of 
the different eojumodities in the vernaculars of the districts, it would bo 
of jpucii help to the agriculturists? 
d,— Y’es. 

Mr. Muthiah ChetHifoi : With regal’d to the iudigenous bankers, what ero 
the cheap rates at which tliey receive monoy? 
d *~-dBenerally they get from G to 9 per cent. 

?. — Is that cheap? 

L— Yes. 
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Q . — You ?4ay that tho luast common into of intorost is 12 to 21 per cent. 

l>oe« that rato not vary with tlic amount of money Icmt P 

.4.— Of course it varies. 

Q . — How ? 

*4. — If the amount is several thousaiuls it will only he f?tim 12 to H per 

cent, aiul for one or two thousand it may he i i om IS to 21 ])er e< nt ami 

so on. 

Q . — Wliat will l>e the net yield that the indiirenous hanker jijets thoU}.]:h 
he eliarges 12 to 24 per cent P 

.1. — On his own (‘apital I think Ik‘ may *xet ahont 12 p<o’ (‘ent. 

(,K is about .‘1 per <‘<mt over tho rate ho prns on honowed imau'v- 

.4 - Yes. 

Q. You say he k<^"])s false aefount^. Ihov do you suhstauliate it - f'or 
what purpose's ehn^s h*» ke*ep (hem!'' I)4> vou im*an that llu* nocoeiut liooks 
are false or that tlM*r<‘ is lalse> account injj: or that only tin* ucij^hts am! 
measures aie false? 

.1 . — Tt refers only to weights and mea^ntes. Ihniiaps I may have* re‘le'rre*d 
to the villajie* sowcai- who att<*nd.s to tin* mom\\ -li‘nd irpj: jis wed) as ( he* 
pnre'hasino; of the" piexlme*. 

0. — Ai'e' lhe*>' afraiel of the* I nes)r))e*-t a\ He'pa r( me*nt !*' 

.4 .- It is he'CJinse' tlu'v eh) not want that fln'ir transae tions should utd 
hocome t>uhli<\ In tin* first plaei* 1he*y aie* afiaiel ol hennj.^ assossesl to 
iiH‘Otne-ta\ . 

0.~ Is the* Tm'oni<‘-(a\ Dei>artuu‘nt too hard npent the* ind ijLp*Jnnis hatike-rs? 
.1.- It is a elifTirnlt (im*s(ion to ausnt r. 

f?.- AVhat is tho basis ;^e*ne*r.al}v e>n who h tin* 1 in ojm'-t a s I)i‘])a rt ment 
make* assessments p Is it <m e tish basis oi on :n < t \t<*el liu'-is!-' 

,1. AVIicn I \eas ha> iinr somethin**: to elo with it as a 'Pahsihlai . 1 was 
making <*mjnirie'> of the* \ illatje oflieens ami als<» (In' local public 

().- Von have- snuiieste‘d (hat a t e*se‘r\'e‘ hank slionid he* <*st aid ish<*d iti e*at h 
district and tin* fooposaf about a vemr a;io was that tlmr«‘ should onU he* 
a branch of the n*scive' hank at Maelras. Do \ on think (hat a branch ol 
the* lavseMwt' hank in e\ cry elistri4t is m‘ce*ssar\ n*' 

.1 TIranc]ie*s w ill do. 

AVIu'U the-re* is the* ImoeM ial Hank (emld it mil he* made' tei fnm tiem 
for the re*sfn've* hank in the* d ist i ict s '' 

.1 — I liave* no ohj<*ction if they are* hnr<h*m‘el w ith the* sann* f»hl i}*:at ions 
and dutie's of tin* r(*se*r\e' hank. 

- As for the* infeirmat ion lnn e*an that yon have* simoosfe'el . do yo.i 
think there mnst h** an iiilormation hnie*an lor evciy distriet or e*very 
centia* or onf\' one* tor the* whole* Presidem v *■* 

.1 . — One* fe»r the P i e‘sie|e*ncy elisseminal information (o (In* elistrief 
ee litres. 

^fr. Th : About tin* Patu-hama hamle*t vein Inne nn'ntioneel. may f 

kneiw if the* peniple* are landowners? 

.1. Yt*s, tln*y arc. 

Q . — I t»resume tliat a familv eonsists of ahemt live* pe*rsons!- 

.4 —A>s. 

Q — For the 43 familic*s yon mentieunal the ninnhen will f>nl>‘ eejnn* to 
20t) fKld. Is it not sop 
A -A es. 

In that ease tlie eleht per h(*ael is very lart^c!-" 

A . — AVs. 

0 . — Is that village pai i hailarlv hael P Or is it a fypie*al yillai^e* - 
.4- — Tt is a particulai’ly Jiemel villagt*. Ordinarii>' Aery t<*\v Pamharnas 
own lands, ft is only tlu'M* pesiple that e>wii la nets. 

Q . — So CA'en in that flemrishitifi villaj^e*. smh extensive iinlehtcdnf*ies 
prevails P 
.4 .—Yes. 

Q . — Have voii some general knowledge of fhe villagers elosf* hyf 
4. -Yes. 
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Q » — Do pooplo own land there P 

.4. — Vei*>^ few have land. 

Q. — Then, tn iiidehtedneKs due io having lands? 

4 — HOine e\t<‘nt it is so. )»eeau.sf* tiiev are able to borrow on the 
Reeiirity cd the land hut for which they w<ud<l not have been in a position 
to j^et loans. 

Q — AVoidd you say that in a non-Panebaiua village having the same 
number of pe^>ple, lh<* amount of iridelitedness per head would be less? 

.1 .-Yes. 

(>.~-I)o YOU think tlmt th<‘ Panehamas are more indebted? 

A .-^-yes. 

Q.~ To wliom are tlie\ indebt<*<l? 

.1 (he local tnoney-lefulers. 

'Are not the village money-lende.s mostly ryots? 

4. — Pyots and fianiyns. 

(). -Hiiv(‘ you taken the proportion of tin* loans giv'i'u to the villagers 
by l)oth ? Is it not a fact tliat tlu' l ^ ()t nioney-lcnd(*rs ai‘(‘ giving more loans 
than professional monev-huiders ? 

4.-Tes. 

Q . — And in sonn: cases as had? 

A. — Yes. They aie irs })ad jis the sow<ar money-lender. l>ecanse th3 
former wh ih' he acc:t*pts interisst also contracts for tin* services of the deldor. 

Q, — Is it tlie case with all the rvot monev-lendois ? 

4.^~-Yos. 

(?. - What kind of service is expected? 

A . — ('ultivation of tlie tiebis. 

Q . — What ahoui non-Pancliama borrowers? 

.4. — Tt is not in the case of non-Panehan a bori'owers. Because Iho 
^Falas or Panehamas or Ad i-l)rav idas arc liidd lahoui’ors. 

fi' 

Q. — Mow far has co-operation advanced among "the Panclianuis? 

.1 . — In Cjuntur district tlnne are about 250 .societies exclusively for the 
def)ressed classes. 

Q . — 111 those villages, is the indebtedness inucli lower? 

.'1. dnstead of hoin-owing from un)ne,^'-lelule^s at high rates of int^erost 
tln*v ar(‘ ]>nrro\> ing (roni tht* eo-op('raii\’<' societies at a niuch U)wer ratt*. 

Q. So you fnul sonu' real ditference in r(‘gard to prosperity Ixdween 

villages with arul odu'rs A\ithou( co-operati v<' societies? 

.1.- I think it will tak(» sonn* tiiiu* io <*valuate the actual advantages 
that hav(‘ acenuni from tln^ <‘o-o]>(‘rat lv<' sncic't i«‘s. .4s to whed her they 

will really mal\<‘ thcjn (*conomi<\‘dl v Ixdter or not remains to he s(*('n. It 
is now too soon to expiess a decided opinion; hut T think they must get 
some advantage^ out of the eo-op<‘rat i\ c .societies. 

Thr (li (finnan: Ytju refeired to tlie <‘entral hincniu of information? 

j - — Yes. Sometime ago there was a sugg<‘stion to make tlie fs)-ojK‘rativo 
s<H‘ieti<*s at Bezwada and llajahmundry buri'avix of information. IBit the 

information they can possibly get will only he from Bezwada or Ba jnhmundiy. 
Thi'v cannot g<d intcdl igenc<‘ from oth<‘r centres. 

Q — jjy iiicjnis of esurespondenee they can have? 

A . -Yes. 

Q. — In addition to teaching work you think it is better to establish a 
bureau of information the oliject of it is to eolleet statistieal information 
from a number of centres correlate it and tabulate. Is tliat the sort of 
thing you contemplate? 

A .—Yes. 

Q . — Do you think tliat it will he sufficient? 

i.— No, because for instance the Rajahnmndrv institution will get 
^pfovTnation onlv from Rajahmundry, 
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— Xo. T)i<? idea is to got information from several districts to ho 
sent in every day. Will that 1 h^ siiffiicient ? 

^ — What is wanted is not merely The information regarding the loc'al 
produce but with regard to infoiination from outside places, as, for instain't*, 
the price of cotton in Bomhay. 

Q . — The Bomhay prices (H>uld he arranged to be sent. You like to have 
nil this informat i(m got l»oth from the markets atul also the lo<al pri(s»H 
in the hasiaar. 

A .- Yes. 

(1. Would you like' to have the various prices ir) the ehief mark<*t eeutres 
for one particular commodity '\\\ one bureau and then distribute it to all 
places i*' 

d Y(^s. 

You would like to liave that done for <‘ac‘b disti ictp 
.1. — A"e^. 'rhe tigUK^s ujust be tabulat(Ml ami then sent to tlu^ district 
stations. 

() — These distri<t stations arc <»ulv to be dissem inat iug stationsp 
1 - Yes. 

Q — You do not want tiioin to tlie collecting statiousp 
1 . - No. Kor (‘\}un])le. practically if we lake the districts of (luntur, 
Kistua a»ul (loflavari. tbev an‘ cxp<»rting aiol not impoiting <listricts, 
Ciuutui- cxprutiug in groundnut and cotton. Kistua in rice and (iodavari 
also in ])add> . 'rberetor«\ w <' want tln^ prict's at the outstations at the 
chief market (cnlrt's wbert^ thes(' are sold. 

(^K — Yon said that tnoney-buub'rs hav(‘ lowcuaMl their rat(' of inteia'st, 
on account ol the ( (e(>pcrat i v(‘ societies. Am I tt> tniderstand that they 
a^e making less profit or they iwe realising inoriy'' lla\e you cousi<hu*ed 
tlu' matt<M ? 

1 No. sir, 

Q. To look at it in atioth<‘r wa>'. Do you think that the luoiK'y-lenders 
in arry*- wa> jue ^ Oidi^^ng ili«ir loans through llu^ eo-operative s()ei(»t i«‘s ? 

. I . - Yes in a few oastvs, 

(J . — Do the\ borrow frrjrn the eo-op(‘rat i\ e societies and tlum lend 
A. No, 

f^.- “Do >’ou think thaf f ragnu'nt at ion is inet'easingy 

A . — Tt is incrtasing Imt urn aiutclv. It must incrtnisi' tii\d«u* tin' Tlimbi 
Tanv because the ttuuhmcy is to Ix' individualist i( and not to he joint. 

0 ... ftiit tiieia' arc certain temlciuies in the oj>posit<' direction. Th(*rc 
is also consolidation going on. I)(» you thiidv that f ragnnurt at ion is inmeasing 
and tiuit (In* r<'<*r)nsolidat ifui is not going on jnstt'r''' 

l.-Yes, 

(f — You said there Merc* nc» shandis in (iodavari? 

/I — r referred only to (Jnnlur, Kistua and Nelloi c*. fti Godavari tiiere 
is a shandi. 

3/;. Thom/n: I.s there a tendency for the consol idatioti c)| holding by 
the money-lond(*r or the URuriou.s ryot buying up tin* smaller ryot’s land? 
Are von not aware of such a tench'nrvy 
-1.— No. 

Q. — Surely land is lieing sold? 

1 — Yes. 

Q. “And purchased by ilie ryot who is richer? 

A -Yes. 

Q . — That will certainly consolidate the lands? 

A. — There will he con.soliuation only to a slight extent. 

there not a tendency on the part of even the f)CKjrcr ryots to buy 
up the land which in adjoining his plot, and at high j)r/c*cs.^ 

A , — There is always Uiat tcmdency. 

Q . — But is it verv prominent? 

4.— No. 


(The witnefis then withdrew ) 
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* Oral evidence. 

The Chairman : I gatbor you arc also an inaimlarP 

. 1 . — No. T am a jirayati [>attadar. 

Q . — You say that in the case of the inamdar the lion’s share goes to 
the twtual cultivator. Do you think the ryot in an itiam is better off than 
tfio ryot ill tlie zainindariP 

A . — An inamdar is letting out his lauds to the ryot. It is the^ duty of 
the inamdar to improve tlie land btH-ause the inamdar is naturally the 
owner of the land. But as a matter of fact it is the ryot who actually 
t-ultivates the land and the benefits of the cultivation would go to him 
excepting for the rent which would go to the inamdar. Therefore when- 
ever an imjirovement has to be made the l)enefit would go to the actual 
cultivator. Tt was in that connexion that 1 said that the lion’s share goes 
to the cultivator. 

Q . — Tn tlie case of the zainindari ryot do you not think that the .same 
applies ? 

\ — 111 the case of tJie zamindari ryot it wouhl he the zamindari pattadar 
if lie is actually cultivating the land or the under-tenant if the land lias 
lK»en sublet, who will Im^ heuetited. 

Q.—Your suggestion is to the effect that the cultivator gets the benefit 
out of the improvement to the laud and not the landliolder. Then according 
to that it should he very much in the intere^sts of the cultivator to improve 
his holding. Ts it not so? 

A . — It is so. But I am not saying that the landholder will not get 
any benefit, I am only saying that the lion’s share will go to the actual 
cultivator. 

Q . — When you say this what tenure are you mn tomplating. ^ Ts it the 
sharing system or Ihe fixed money sy.stem Would that apply to tlio 
sharing system? 

.T. — No. What happens in the .sharing sy.stem is that tliey go in for 
half and half. Tn that ease the lienefit would lie shared equally „-)>y both 
the tenant and the inamdar. 

Even then you w'ould not say that the ryot has got practically no 
return for any improvement he has made? 

A . — H e gets half. 

♦ for written evidence, vide pages 45—60 qf Volume 11^ 
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— lij it worth while on the part of the lyot then to make itu[irowiiieiitii 

the landi' 

^4 — It is ol eourst' Ivelter than not getting anything at nil bnt it is 
not worth while to the extent it would Ih* if he were to pay only money rents 
raisetl. 

Q . — Is there in that part of the country much leading In^tween the ryots? 
. 1 . — There is a little. ^ 

Q — You say that oi^dinarily there are three sourct's from which the ryots 
ohiain credit — the indigenous hankeiN and money-lenders, co«-operative socie- 
ties and the Government. Ifut tliere is a goml deal of lending from one 
ryot to another. Is there not? 

,4.— There is vt*ry little lending by the ryots, because our district is a 
very poor district, one of the pinirest in the country, nottvitbstanding that 
we have got the luggest zatuindars in our district and there is very little 
s<*o|K' for these ryots to hoard lots of money. 

y.— Do you consider that failure of the inonsiKins is completely resiKinsihli^ 
for non-payment of revenue? Do yon consider that the main reason for non- 
payment of revenue? 

>l . — That is one of the t easons hut 1 do not consitlei' that as tile sole 
reason . 

— Yt>u do not think that it would Ih‘ correct to say that the ryot s un- 
willingness to pay is responsjhie? 

.1, ~.N<), I do not say tliat. 'Phey liitve got that sense of respoiisihility 
that they have to j*a,v and they know tliat they have got to pay. 

(^1. — -You say that the lumlliolders ilo not borrow fiom eo-operativi» wnie- 
ties ami from Government Ikh ause they do not give the freedom the borrower 
has It he Uirrowe<l tiom private persons to discharge his liabilities in the 
manner convenn-nt to him. Why? 

I — iiecause it th<\\ wme to borrow fiom a private money-lender tluni 
they can discharge tlic debt at any time they conhl dis{*hai'gc‘ it in any «hape 
unri in payment of moin\v whenever i!i<\v jiossihly find it convenifMit. JJui 
in the cas(‘ ot (iovernnu'nt hums and loans from co-oiH‘rutive societies, they 
have to i»av fixed instalments at fixed periods. 

(^).- Do you mean that both the Government and the emojieiut i ve Mx ie- 
ties e’xptul payment in tiiiK'? 

.1 . — Yes. In the ease* of tlie eo-operative soeietics they do not gene- 
rally go in for iong-tenu loans hut only for shoit-tcrm loans. 

y. — ^Is it not a fact that the immey-lender never wonies about the 
manner in w lncli the ryot vtses the money Ik>i row ed ? Js he interested in 
the manner in which the i yot use-s the money? 

.4, — if he is ji village sowcai or indigenous money-lender he will he inter* 
e.sted in the a|»p}ication of the money hecans<* he has to see lliut the ryot 
has a good security to give and that tlu* money is ai)p)i<H] only to the inijirove- 
meiit of the land foi which he is taking the money. 

Q. — In his own interest he sees that the ryot does not misuse the monc^y 

borrowetl ? 

Yes. 

Q . — Do you think if will he correct tx) say that the private money-lender 
is preferred liecause he does not worry the ryot as to payment on any parii- 
eular date? 

A. — No. 

Q , — Is it not in the ryot’s interest? 

A , — It woud l>e to his benefit. 

Q . — Do you think it w ill lie correct to say that a good deal of the indebted- 
ness in the villages is due to the fact that the money-lender does not press 

but is quite willing to let it go on increasing? 

A. — If the s©curit\ is i^uflficient then he would allow the man to incw?aso 
his debt «o long as the security is sufficient to pay for it. Otherwise tho 
money-lender would lie pressing him from time to time for the payment of 
his loans. In the case of the poor agriculturists they would Ik? asking for 
payment every month ; particularly in the season when the crops are being 
xwiOYed he will ask them to pay at once. 
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— 111 ^our note on tlu* co-oporativo banks you enuiiicialo a nuinlinr of 
reasons why these have not been ol very great Ixniefit. Jn tlie fifth iUnn 
you say ‘ it is only the a ell-to-do agrit nlturists who t an oiler security that 
are benefited.’ Is it \’our experience that they <lo not lend to the pour 
ryots 't 

A. — tlnJess he gets another man lor surety-, he cannot get a loan and no 
man will l>e coming lorwai<l to help him by being the second. 

Q. — 'j’here is no difficulty in getting .siuclies, is there!'' 

A , — The poor people will find a great deal ui difficulty in fiiitling sureties, 

y. — Is tliere not a kind of mutual arrangement which is commonly made 
among tlie memhers.^ 

A . — ilut here thcie is a(\Aa\s <»m‘ disaihantagc to the local people, 
heeause the secretary ami the president know these ]>eopk* very intimately 
and they' will not encourage and it is in their interest to si*e tliat such men 
uie in no way sujiplied loans ami when a poor man asks tor a loan for petty 
agricultural optvrations. unless the secretary and the president v lio are 
really^ ilie local people arc satislied he will net g('t tlnr loan. 

y. — Is that not right and jiropci ;' I n less you aic satislietl with the 
repaying power ol tin* man you ought not to gi\e liim the loan," Otlierwise 
you will he landing him in liaiiki uptc y 'r^ 

.1. — 'J'he man may 1)0 really in a position to jcpa.v the debt. It is a sort 
of a eircUe If he is tinamed lie will Ik* able to r(*pay tlm di'lit. Hnt tin* 
secretary and the jiresident being tin* most inffmiitial p(*oplc aill not allow 
Iiim to he heriefitt.*d, and the j>oor man wlio will he able to pul his lahoui- 
iti the entei'jnist* is not taken into account. Mis |)rrsonal labour is not 
taken into coiisidtu'al ion . In the easi* of ricli pt‘o|)h‘ they’ can engage labour. 
Jlut in the jioor man’s case he puls ins own jK'rsonal iahour. 

y, — W’hat is the object ol such loans!'' 

.1. — In the case of the* pool' man nnless lie has get money lie w ill not be 
able to take the itdl benefit out of his laiul. 

Q — Kveii if his holding is vei-y small it imi.st he good as sociirily lor ihe 
amount of the loan to he recoveied. ^Ou suggest a loan for him to culti^'ate 
that small imition of his holding which is to he offered as security, is tliat 
not so!'' 

.i.~it is not only the value of the ])articular man's lioldiiig that has to Ik) 
taken into consideration. ilu‘y must take into consi(h‘rat ion that this jioor 
Jiiaii has also been putting his labour or his fa!mly'’s lahoui’. That is not 
taken into eonsideration iii considering tlie saiu’tioning of loans. Perhaps 
that sliould he done if they aie asked to do so. 

y.~- You say that ‘ tlie total amount of capital lequii cd for all tlie above 
purposes woidd be alioul Rs. oO lakhs.’ Woukl you mind telling us how 
you arrived at that figuie!'' 

.i. — 1 iiave worked in this way. About Rs. 7(1, (KX) lia^ been actually paid 
lUidor the Government loans to our district last year and then about Its. b(X) 
has come to \’izagapatam taluk itsell. Taking into consideration that 
\'izagai)utani taluk is one oi the poor taluks — it is the jioorest among the 
j>oor taluks of this district, liecause it i.s a very ilry taluk— if Rs. 500 is 
the ttinount that could he given under Government loans, then ealeulating 
that ' the want of it Avoiild be several times Rs. TilX) which 1 iiersonally 
know and also taking into consideration the fact that Rs. 25,00dXX) has been 
taken by the co-operative societies for one year in tiiat district, I have jiut 
the figure roughly at Rs. 50 lakhs. 

y, — With regard to takavi loans you suggest that the inachinery is euinher- 
soine and slow. Is it your ex])erienee that the ryot who applies for a loan 
rcc'eives the whole of it when it i.s sanctioned? 

A. — 1 have described in detail the difficulties of getting a takavi loan 
Kanctioned, First it has to go to the Tahsildar who has to recommend the 
loan, and he must first of all send a previous report. If the report is sub- 
mitted, it will,,jfclien get througli the Divisional Offic'er to the Collector, 

Q, — The point is when a loan is sanctioned does the ryot get the whole 
of it? 

A. — Yes. If the loan is sanctioned he will certainly get the whole amount. 
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Q. — Vi^a^ijpataiu iaiuk is s^aiuiiuluri. Is it not?' 

.1 . — It IS mclucittl ill the \' iziaiuigarani zaniindan. It i uiay lie |K i imUv4l 
i sliail say ujie thing mere with rv'gard to that. rin>ngli the laml in zamiu- 
dari. the (Joveniinenl loans aie given to tlioM* ryots who have got oeeiipamy 
Hght in the land tor the puipONe oi sinking welts tor watering the drv 
(‘rojis. Therefore the loan would he neeessarv lor these |HH>j>le just as mucli 
as would l>e necessary tor e\ en a zainindari or a non-zanundari i \ot las ause 
lie lias got pormaueut nglits ot tenure aiul thert‘tore the loan wauiKl he as 
uiucli need l>y him as a rvoi in the (iovtunment laml, 

(,>. --Ar<* the Mai wan moiu*\ -Imnleis diiing mm ii husiiu'ssr 

.1. Ycn. 

What sort ol lMisnieN> do (li«‘y havo?' Pa w ii In ok mg 

.1. Yes. SomtUmu'' hiii \ rn-N raiols lln‘\ Imul (Hi mortgages oi land, 
Unt they lend on joint .security, ami also on goUl. In a ullages tiune are I lu* 
\ iliage sovNcai". 

Is it ^onr evjMU ieiire thai tlic nuiin y-ltunl mg rates lia\t* htsni mate- 
rially reduet'd m the last 1(1 or Id \r‘arsr 

.1. Smci.' the (si-npera ( i\ nancmont has tak<‘M root in this drsti icl it 
has got efU'ct on llu' mdtgonons hankius. j ai r t icu !a i 1 \ the \'ais\as. 

V- ~^Vhy is lliat 

A. IU*<*aus<,‘ tiist ol ail. tin.' co-optu at i\ e socuUn i-, tln‘ peiiph's liaidx. It 
IS then own hank and every one 4il (In* intlmmtial iiilagius js a niiuidnu. 

i'/.- I '’iigg<''t It may !>«' put m amitin r wa\. I hc' inonry-letidi'is h.iit' 
leOiKcd Ilnur rale ol mteiesi ♦nllnu h«‘<ans,* oi lii*' lompetituni ol (h<' i o- 
o)>eraii\e hanks wlin-h toiei-s i hem to lower their lath's ol interesi or in the 
allernalive the eo-operali\e hank- are assiximg llieiii m tlu' realization ol 

then dm's. Which d<» ,\ on tinnk is iln* case, t ne lorinei or the latteri^ 

.1, In ni> distrifl it m heiaiisi* the e4t-4»p(«ra 1 1 ve hank gnos at {•heap<'r 
rates ot intiuesL (In' rates ol mleiesi ol ilie motiey-iiuidei s have talhui down. 

'i'he Ollier point that I wanted to ask ^sou is. (h> tlu' iiioney-lemiei s 
iuieou ragi' llie < o-ojau a t i n i* nioNeinent m order that t 1 h*\ iiia> he eiiahUal to 
lia\f tlieir moneys r(‘paid tlieK'hy reduemg the nione\ dender's lo-^-si's due to 
iiad ile!.»is r 

.1. - the moiiey-leu(k‘i is not at all eiU'ouragmg tin.’ t^o- (t])ei a 1 1 ve iiiovc- 

nieut . 

kh -dou do not think that tiie (o-opera 1 1 \ <.' hanks eiiatde the inoiiey- 
Uunler s to ri'eo\u‘i iheir loans easily r 

.1. riiey nia> ultnuatelv lUiahle tlnun to ice<»\er tlieii' loaii.s, ilut it 
is not Willi tliat view that tiie Marwaius have eonu‘ huuViird to help tin- 

eo-opei alive soeiety. 'they ean never sympatliize w ith the eo-operaliM‘ 

mo\u||^ient as tinur interests ais* senouslv 4>ppoM'd to tlu‘ prmeipie o) ilu' 
eo-operat i\e sot letu's and tlnuelor^' the\ would not take kmdiN’ to the spj ead 
ol the eo-opeial i\ <* ino\'o|i!en t , though ultimately tlii‘r would stand t<> gam 
!a*eaus4.4 the eo-oj)ei a 1 1 ve societies come to ludnue the ]>oor Irom their huidrn 
and ultmiatidv iliev enahli' him to pav l>aek t 1 k> nioiK'V-letuler, 

(J.- Might it he said that although tlie\ h<dj> the mouey-lendeJ' to get l»ack 
his mone\ , he eaiinot lend it out again r 

A. — d'hat is why he has reduced the raos ol inUuest. ilut he has uht 
yi*t learnt to lend it to the eo-operative soeietu's, iKuausc* tiie eo-opeiative 
soeieties would not gi'e him a.s niiudi interest as he would otherwise fie able 
to get if he were to lend direct ly to the ryots. 

Would he trust llie eo-ojierativc .society to the extent ot ieiiding 
money to it 'r' 

.1.- Xo; as u matter of tael, lie is one of the species of Vuisyus who 
sjieeulate heavily and who iloes not soinetiines care to see whetlier tin* per- 
t»on.s to whom he lends mone.vs will pay him or not heiause he fiuilds mostly 
on the hopes of the high in+* rest sometimes. That is the reason why he 
has to balaJU‘e bad delits with g*xKl debts and also u lot of litigation means 
a lot of exjieiuliture. That is my experience. The more often % man gfMi's 
to Court the more he si>eiuls in litigation and sometimeii the jaxir ryot slips 
away quietly. Such poor men are going to Kangooii. TJiat is why his 
rates of interest are heavy; just to save him from disaster in one quarter 
ho gets more in another quarter. 



Q . — You my that the ‘ u.se of the vernacular sc'ri])ts will allow an inci-eaMHl 
use of cheques/ Do you think that there wifi f>e any difficulty about ideiitir 
tying the signatures!" Banks have got to pay on their signatwr©. Do you 
think any diffienity will arise in identifying the signature? 

I — I do not think tlieie wifi Ik* any diffk-iilty. Sooil they will 
J<‘arn to see the vernacular script also. After all, that is a .signature and 
tlwoe could not Ik* much differeiuv. Only one tiling 1 wish to add. The 
extended um.* of tliiN clieque .syst«*in is jmssihle in a country "which is 
economically advanced and tliere is a confirmed business int<>rest in all the 
transactions, hnless these two are of a higli level, it is not jiossible to 
have any extensive (lieque system in a country like fairs for some time to 
(siine. Therefore it is bound to be of very slow growth. 

Mr, Jltiiiirnl Sidtan Manner : What help do the tenant.s get in the 
matter of improvemt'nts ? 

.1. 1 have jiu'iitioned in my noli* that inider the two Acts for sinking 

wells they get some help and also in tlie time of failure of monsoons and 
distj-ess they get some help. For imjjrovemen t of land and reclamation 
of waste also they get help. 

Q, - tJiey getting tlie helf) in time? That is, aie tfie moneys paid 

promjitly without any <lelay in the sanctioning of the loans? 

.1. \o. I' f)]' I liavf^ desci ihed tile various channc'ls that have to he 

passed through and so it is dilatory and results always in los.s ol time. 

(/.- NNliat suggestion would you makf* to avoid this df‘Iay in tlie disbur.se- 
ment of tlu* loan? 

.1. — My contral idf'a throughout has been to sa\ that the systfun of 
advancing liy Govoniment should go in favour co-<)pv*rative societies and 
also in favour of the sjiecializat ion of hanks, say. for long-term loans by tlic 
estalilishment of land mortgage hanks, foi’ industiial ))ur|H)scs by tin* 
establishment of industrial lianks and for short-term loans by the ostuhlish- 
m(*ut of co-op(‘rat iv(‘ socifd ies. .My object is that tin* co-opei ative .societit's 
should tit in tin* mom*v machine of flu* country and 1 am not in lavoui of 
the Government (‘ontinuing this thing by a separate (‘li’oit at all iiecause now' 
there is notjuiig for the Government to function imdei these two Acts. 

Mr. (iapidd Do yon think tlmt the inlt'rnal trade of these parts 

snffc'i's foi' want of lianking facilities? 

A, — Y<‘s, to a large extent it does. 

(jk~ What are tlie agencies that finance internal trarlc now? iJy agencies 
1 mean lianking institutions or money-loMding institutions that render help 
to traders in tliese ])urts. 

A.— J stated in my statement tlmt the Imperial Bank is working purely 
on a eommercial liusis and it is only indiieetly tluit it is financing ^ade 
becanso it advances loans oidy on [lersunul security. 'J'lie indigenous hanker.s 
finance nuxst of the internal trade. 

0. — On the security of firoduee? 

A. — On the security of produce, sometimes on tlie .security of jiersoim 
. RWd on pro-noU*. The Jmjicriul Bank finances also on produce in godovvns, 

' Q . — Who finances the trader from the time the jirodnce leaves the nmndi 
up to the time it readies tlie town? Do you not find that tliat sort of husine.s.s 
is done by the imjierial Bank or the joint stock liank.s or is it entirely in 
the liands of the indigenous money-lenders of the locality? 

A. — By the indigenous money-lenders, .sowcars, and others. They some- 
times do itHcive help from the Imperial Bank hy way of advance to them 
on personal security. 

0.— 1 want to know’ whether those indigenous bankers are rendering any 
furtiier help as soon as tlie produce readies the urban area? In other words 
where does his liability stop? 

A. — It stops w ith eitlier the Imperial Bank or the town merchants. 

Q ,' — Do you think tliere is .sufficient link lietween the Indian inei*eha)it 
in the nmndi, i.e., the rural area and the merchant or the bank in the urban 
area, between the indigenous banker and the Imperial Bank? 

There is. 
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* ^.—Do you think existing facilities enough or suffit ieuily ailvtuu'ocl? 
g is not. li i-equiretfi further development. The whole trade is 

advaiioed to that extent. Of course the Imperial Hank g»ves some help 
them but not in the way in which it ought to iv done and that (an lai 
done only by a c'eptral land mortgage hank. 

J . — 1|8 t^e function of a land mortgage hank to finance 0x4)01 1 trade or 
ucffc^like' that P A land mortgage hank is not for this purposo. It cannot 
do the work of a tH>minor(‘ial hank ? 

A. — Yes. it ennUot do that directly. 1 'hat must he done entirely by com- 
mercial hanks. 

Q — Do you find that the foreign export houstss or the export hous<‘v; in 
the Presidency towns goiiig to the rural armi anid Imving up the prothuvP 
A. — They come to certain fxmtres in the rural aiea to hiiy the prodms* and 
the hwal merchants act as a s(u( of intermediary hetween them ,nid the 
pnKlucer. 

9. — In this internal track* do yon (‘xjuMience any didiculty in the Tnark(‘t- 
ing of produce.^ Are there any facilities lacking for goods to h(> eri“ert‘d 
as security IxAweeu the stages of harvesting and railing'?^ 

A. — There us<h1 to 1 k' w artdious<\s in this clistric t hut owing to tin* |>ool 
fiystem that has (ome into existence, wi* have nq godtjwns now. If there 
w(‘re some godowns it would lie very useful. 

9. -Do you think tlu* institution »>l good war(*hous(*s would improve the 
facilitie.s tm* merchants to offer goods as seennty l)ctwceu the stages c f Imi- 
vesting and railing? i 

. 1 Yes. cmtajuly. 

9. — Who an* tin* propcu* ngcuu ic's to he ('ntrustcsl or who will he rc/sponsihle 
for maintaining tliese warehouses y Have* you any suggestions to make*? 

.' 1 -I have suggcvst(*d tliat co-o|H*rat ive soc! 4 ‘ties may do this work. 

9.-- Do you not think tljat they alone could not undert )k<* this work 
ns their fiands are already full? 

A. — I do not think so. 

9. You have* ('numerated certain (‘ottage imlusti i(*s siuh as (‘arpet- 
nmkiug, w eaving. <‘tc. In the distrihut ion of tlu* raw matei ials and tin* 
collection of the finislu‘d piodnce from th<‘se cottage industries do you thitdc 
there shotdd he non-credit .sooi(*ties for helping th(*se industri<‘s? 

A. -\ry id<*a is flint th(U*e sliould he an industiia) liank to encourage 
tfiese cottagi* iu(lustii(*s hy not only giving loans hut also liy (‘luploying 
specialists m ho ( ould advist* pcopl<' not only to imj>rovc (‘listing industries 
hut also introduce n(‘\v ones. 

9. — Have p(‘oj)le got an aptitude for taking to These cidlage iiidnstrii's 
in your locality? 

.1 . — IMiev have. 

9 ' — These are very .small industries T heliev'O 
. 1 .- Yes. 

9.-' Would it not he suflic lent for tli(*se industries get help under the 
fstat^> Aid to Industries Aci? 

. 4 T do not think it is (juite sufiici<*ut. 

9. — You want an iudustiial l)ank for that purpose? 

. 4 . — Yes. And eonsidering the vast arefts and the number of these indus- 
tries it is n<‘cessary for that ctuitral hank to have district luanclies. 

9. — your idea is that ther<» should he a cential hank for industrial 
fmanee in tlie provincial headquarters and that jt should have district 
branches ? 

A. — Yes. The district hranclies. could function under tlie supervision of 
the (xuitral institution. 

0 . — An important difficulty to hanks in advancing on goods T understand 
is the laek of standarcliz*. ion of the produce. What remedies have you got 
to suggest fqr grading the prcKluee? 

A. — In trying to improve the produee we have to k(sqj in view certain 
things. Xow erops like groundnut, rotten, jute. etc*., are largely grown at 
the expense of foodstuffs whic‘h are quite necessary for the eoiintry. These 
crops are gmwn merely for external trade or for exportat: >n to Etiropenn 
fp^ykets and the ryots grow them hec*ause the exporting agents of these 
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produce advance money to the ryots on the distinct ^derstanding Aai the 
r^^ot will grow a certain particular crop on his 1 an cT Advances i M s u re th% 
l>est variety, Thiw is not in the best interests of tli* 4 ir>untry,to.,*'^ie ryoti^ 
grows these crops because of the lack of athHjuate credit /Milities for 
Taising of foodstuffs. 

Q. — But the ryot raises groundnut, cotton or jute l>ecal»er* he finds that 
tliere is a deiuand for it and he can easily realise Hioney hy selleig. How 
can you put a stop to it!*" ^ 

/l.- dt is true he finds a ics'kIv sale for it. But \t Is hdlf in the economic 
interests of the country. 

Q. ~ yon not think that an iinpoitaiit difficnlty for Imriks in advancing 
on goods is ilK‘ luck of s1andar<lization ol coniincM-cia^ cnops. (jr t‘ven tood 
gi airis whi<’h tli(‘ ryot lirings to thc« mar ket y 

d.~ You mean tin* pratticc of aduilcratiriU ol good with had that i^ at 
present going on y 
(y.-~Yesy 

A , — By encouraging certain varieties. 

Qr- Is it j)o.ssihl(‘ to organize market centres .^y in f'oeanada. ^fasuli- 

pntam, etc*. I iindcnst and targr <jnantiti<‘s ol crops sncli as gioundnnts, 
c*a.stor' sec*ds, etc., are <‘\ported, is it not also h<‘ltc‘r to have* these giad(‘d 
hcdorc' cvxporl y 

A . — Y(*s, it is. It is jilso possilile t*> grade* produce* loi' sriialhu' ai’ea.'i. 

Mr, M u uisirfuii i Naiimlu: Yon told iis that csxccpt two taluks, the wiiole 
of \' izagapalain district is zainindari area. Has all tin* zarnindari lands been 
surveycnl 

A .-Mostly sur veyed. 

Q. — Is anybody cmtitled to get copies of tho rocord of rdghtsy 
A . — Yhey can get copir^s of it from the taluk ollicc* or' it it is not avail- 
able ther e they can g(‘t it from lie* zamindai''s otlicc* w }nu’(* :t exists. 

. Q. — Supposr* a land is sold itr the* zamirrdail aicsi. aie ti’ansfe'i's etlectod 
in favour of the jx'rsou who purchas(‘d the land without much deday y 
,4. — We (ii\d that thc'ie is much delay. 

Q . — AVho is (Mitrustc'd with this duty? 

A . — 'I'he r'(*^■enue oftrc'ial. 

Q . — The zarnindar’ is (mtitlc'd to first charge* on tlie income for- Iris delit P 
A .• — Yes. 

Q. — He very often obtains d<*(*r'(*es against the tenant. fs it not y 

.4.— H(» has also got the other [rrov i.sion . .vection 112 of the l'',>[ates 
liUnc^ Act. 

Q . — He oftc'u gets (b'ci'c'os? 

— A (*s. 

(') — could lu ing the land to sab* for- ai i'cavs of rent P 
.4 . — \"e s. 


Q.~-]si lh(*r'(' any public rc'cor’d available* to the b‘nd(*r' fi'orn Avliei'c ho 
ran know which lands have* been sold? 

,4. — T am not awar'e of any. 


Q ’ — Land moi'tgagt* banks are to be .sliortly stai't(*d or’ liave i.(*en stai'ted. 
They will deni M'itli individuals to whom loans are given orr sc'crrilly of 
properties. This will have to he r't*paid irr 15 or' 20 yearl>' i ustalmeirl.s. 
Rupposing during those 15 or- 20 years the jrerson wlio mortgaged the land 
allows the rent to go into deiarrlt and the pr'o])er'ty is sold, is there any 
in<*thod hy which the land mortgage hank cair krrow that tire land is about 
to he sold P 

A. Tliore is none. T suggest the safeguarding of the bank’s inter-os, ts. 
Kvoiy sale of land sliould bo notified to the land mor-tgage uank. 


<?.— -What is your experierree witli regard to the.se land sales under tho 
restates Land Ac t P Ho tirey letch good prices.'^ 

.4. They fetch good prices. ITnder- that Act only as much of land is 
sold or put in unction as is sufficient to eovor' the amount due. 

(J),—-Are you aware of (‘ases where if the person uJio bori'ows takes it 
into his head t^ deceive or defr;aud the Irank, he can easily fret a sale of 
his land without anybody knowing it? 

4. — Under the Act there are facilities to do it, v . 
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^ a sale is t<p%e set ftsixJe under the Act it is to be within 30 dR3r«. 

il it nott _ 

^ A.— Yar: 

One ilve methods by which the sale could he set osido is by 

paying the due. Is it not? 

Q. — Would yod suggest any modification to secure the interests of the 
land mortgage himk SS that its rights will not l>e affected in cases a'hero 
sales take place P 

A, — Postponement of the time. 

O. — What woul^ hSi.the period of time that you a*ould suggest? 

A . — At least there must Iw three montha. 

O. — You make it 90 dajwj? 

A. — Yes, if there is a branch of the land mortgage hank at each district 
headquarters. If there is only one land mortgage hank at Madras, say a 
central land mortgage hank, even three months will not l>e Hufticic'iit. 

Q , — Would you make the time to start from the dale of sale or irom llu* 
date a^heti thej" come to know' of it. these 90 days? 

A. — It must he from the date of sale. 

Q , — You will not suggest the period from the time th«* hank knows of 
such sale? 

.4. — I will not suggest it. 

Q . — What I say is do you expect an ordinary land mortgage hank 
know of all the sales Inung effcx'ted in a large area like a taluk oi district 
within three months from thc^ date of actual sale? 

A. — Tf tliere is n Wal branch 1 l)elieve the local branch will he able to 
know. Then also it should hc' made c'ompulsory that all sales of land or 
notice of sale of land sliould he givc^ to tim land mortgage hank. Othcu* 
wise there may l>e some difficulty of knowing. 

Q , — Without any of these guarantcHss of the bank (xmiing to know of* 
sales, do you think land mortgage l>anks will have gciod for Its (q>erc- 

tions in the ssamindari areas? 

A . — Without these safeguards it will not have. 

t?.— You told us that the* private money-lender and tlie c o-opero( ivc' 
societies are the two main agencies in the villages who are financing the 
agriculturists. Now so tar as the village money-lenders are concerned to 
which class do fhev belong^ Are they themselves r>ots, infiicoitinl ryots 
of the village? 

A . — Generally the villagc‘ sowcai*s are Vaisyos. 

(?. — Are there cultiv^ating ryots also taking to money-lending? 

A . — I said in my note that rec'ently people who are iwots and uho Imyp 
grown rich are taking to this profession also. 

Q. — Have you got outsiders like Marwaris and MuHanis coming fliere 
to lend money to agriculturists? 

4 — Xot in our district: Tt is only to towns that they are coming, and 
not to villages. 

Q , — So far as thc'se monev-londers are concerned what are tJieir rates of 
interest generally? 

A. — 15 to 24 per cent 1 said. 

<>. — T believe that in cases where there is good security, either personal 
credit or gcxxl property, the rates of interest are much lower? 

.4. — ^The rate of interest depends u|>on the amount l>orrowed geiierally 
and not on the security it being always iinderstcxid that the see nritv ofleicHl 
is more or less fair. 


Q , — Do you think as the matter now stands, apart from the* intt'rcsl 
being high or low, that private money-lenders in the villages are hard and 
obnoxious to the ryots? 

A. — I think they sre ha-d and not fulfilling a legitimate part in the 
vtHage. 


Do you mean to say that not only their rates of interest are high 
but that their terms are also exacting? 

A. — ^Yes. They are not interested in the prosperity of the ryot or the 
adraneemeni of the village as a whole. They are not manufactiir- 
m aJ li id it, either. 


7 
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rogartl to I’Ofovery of loaiiK do you think the money-fender 
more obnoxious than the co-operative society P 

do not think. Both strictly 0 |jifort‘c their payments. 

J f.-— I thitik you made us undei*8tand that the sow car is more accom- 
ating with regard %0 the amount of the loan, the i>eriod of the loan 
and^lii^ return dl the loam . <% 

/Ito — Ye^, provided the security stands still good, 

you consider that so far as the short-term loan is concerned, 
the money-lendcM is a iiecessaiy element in the o<ono*ny of agricultural 
finance P ; 

^4 — j not go to that extent. I do not say he necessary. I say 

that the indigenous sowcui’s shoi*t-term business nee<l not function. The 
indigonou.s banker could lend it to th(^ co-operative smdety and thus benefit 
the community. 

Q . — You say on page 46 “ By the time the co-operative so<‘ieties are 
opened, the agiiculturists liave Ikhmi alrearly indebted to the sowears and 
tne extent of the liabiliti<vs with the s<»wear are such that unless thev are 
in a position to <]enr their accounts with the sowcar they '‘anuot leave 
him. Therefore all indebted persons are deprived of this benoiit.’' Are 
you ac*Quainted with the working of any co-operative society dire<*tlyp 
A . — 1 am not in any society. That which you just quoted i-. my im- 
piession. 

S . — Do you contemplate that a creoj)eniti\ e society should give loan 
le ryot for all that he requires? 

A . — I moan that they are intended just to give ns much advance to 
the ryot to clear his prior debts and replace it by a debt at a low rate of 
interest repnyalile in instalments spread over a number of years. 

Q . — Have you got any specili<‘ cases wbith came^o your knowledge of 
money-lenders actually liecoming iueml)ers of (‘ 0 -r)perative >ociecie.s nud 
helping oq-operntive societies? 

,1. — T have ijot come across any. 

Q . — Are you aware at least of certain money-lenders living antagonisin' 
to the starting of co-operative soci^dies? 

A . — T have heard about it. 


— WJiat facilities villagers have for saving and laying out amounts 
they have to spare 

.4. — At present they liave not got much facilities? This tiling \ will 
say, thei’o is no fabulous hoarded wealth with them as is generally sup- 
posed. They liave only little savings here and there and that is gcnernllv 
invested in gold ornaments which adorn the Iwdies of their wives and 
ehiidren. That is their savings bank. 

pave you any suggestions to make with regard to creating facilities! 
for «jjniag|s to save money and earn interest on their savings.^ 

A . — I nave suggested the opening of post office savings banks in every 
influential village and also encourage them to put their moneys in co- 
operative societies. 


Mr. Muthinh Chettiyar: You say 50 lakhs of rupees would bo required 
lor your district. Doe.s it include zamindari areas also? 

A. — Yes, zamindari areas also. 

Q . — You were saying about the pool system? Are there godown« in 
these places? 

i. — There are no godowns. but only temporary .sheds. 

Q . — Are the produce grade<l ? 

A. — Not graded. 

0. -Does any auction take place? 

A.—irNo auction takes place, it is only bargaining. 


O. — Do you think they are good marketing centres?^ 

A. — Yes. 

Q . — Do the ryots get good prices? 

.1. Tolerably good. But the current market rates are not known to 
the ryot whilst the agent who comes to buy the produce knows it. 


.—Would you suggest the formation of an information bureauP 
. — That would he very advantageous. 
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J . — Co-operative socioUee* ilo not enter into trade, iti it ♦ 

— YeSj but trade may pos^sibly be extended it the MKietoiSl feie per- 
Wtted to GO so« 

i }. — You siy* aJx»ut lustriimeutaF^'of owuei^hip, that ** Lettfis ^uni mer- 
chants and railway receipts lor good^ are usually employetl for raising money 
during the process of marketing." AiJO th€^‘ from district head- 
quarter merchants, or ^n^m merchants of otliej' provinciHH or ’Other 

eouutrieSf^t . . * ^ 

.4. — Only 101101*5 from merchants of my own district. 

Q , — You say as regards foreclosure, that it should not he applnxl as 

people will be afraid of borrowing from money-lenders. Do you not think 
if such a provi^iion is introduc^l the money-lender would feel (onftdent 
to lend? Do you not think if such facility is given to the money-lender 
that he will lend more freely? 

*4. — It certainly will give him that si-ope, !iut he imiy put a very .sti ict 
and strong use of that privileg«* xvhieh niay result in Inuni to tlu' ryot. 

y.— You want land mortgage hanks to leiul at Of to 9 per cent and you 
say that the Government coiild lend those hanks at .o to 6 per cent. Is 
that margin enough? 

A . — That i.s the liest 1 could suggest. 

Q . — You sa\ the indigenous liankers charge Irom llJ (»> IM per (‘cnt 

interest. IVhat is the highest rnt(' of interest for loans say trom ils. 2 to 

Hs, d thensand and for loans ol les.s than one thousand? 

4 — In the case of loans ot less than Hs. l.(KX) the interest is J> to^ 
j)cr cent. Hut for Hs. ;h()(K) or Us. t.tKK) it a ill l>e 12 per <‘t‘nf. 

— You say tiio present dclits of agricultuiists art‘ largely due to money- 
leiiders and merchants. Is it pos'^ihle t<i arrange to repay tlu‘s<‘ debts 
by advance's from the c^Mifierative societies? 

.1, — It will he possible, hut it will take time. 

f 

(J . — Where will you get all this money? 

.1. — I am thinking of tiu' surplus money availahle in hanks, and aUo 
ol loans from land mortgage hanks. 

Q. — Wliere will the land mortgage hanks get their I'apital lioiii? 
d.. — From the cajiitalists ot tlie country. 

Q . — Would they invest m the land mortgage liaiikN for the low rates? 
d, — T til ink they would. 

(|f.“ Do you know that money-lenders haxe got other places lavsides British 
India where they can go and get a letter n'tuiu? 

d.-^A few hig money-lenders can go outside India and invest their money. 
Hut tile petty s<n\cai cannot go. 

Q . — Does the money-lender come across imuh dithiulty in t\k ri'^&very 
ot hi.s debts? 

.4. — He does sometimes come atros.s sonu* trouble in realization. H© 
speculaU’S heavily in giving loans and In* does not always take the suro 
way of getting it. He is scnnctiines more <onccrncd with the high rate of 
interest than the stMUirity offero<l. 

Q . — Landholders lend to ryots at interest to Ik‘ paid in kind and does 
this method work out to a higher rate of interest? 

.4. — It will not work out to %.s inueli a rate us the ryot measuring his 
grain to the village .sowcar. 

Q. — Doe.s the town sowvnr lend on land? 
d. — He dot‘H that also iK'side.s otlier husine.ss. 

Q. — Doe« the town sowcar lend to the village sowcar? 

d. — It is only sometimes and that is only a temporary accommodation. 

V.—Are the indigenoi* bankers afraid of the income-tax officers? 
d. — ;Yes. They think it they show all their books they will be assessed 
to a fitter rate of income-tax. 

0.— Is there a feeling that tlie income-tax officers do not Uke kindly 
to these indigjenons bankerB? 
d, — ^There is such a feeling. 



income-tax officers now assess on the acenied basis or oil the 

cash baitaiP 

A . — At th© present moment they assess on the cash basis, and give an 
opijk^nnitj^ to the ashmsee to prove arhic he should not l>© taxed for a cer- 
tain rifnmrnt of income. ** 

Is tliere a feeling tliat nssassuients are made without attention be- 
ing paid to examination of regular accounts? 

— j hive seen so many bringing their l>ook8 to the income-tax oftiicrs. 
I do not think the acei*ue<l basis exists. 

Mr, Thomas : Do you cultivate your own land I*' 

— ^V© kec»j> some of our lane! on ‘ Seri ' cultivation that is for our 
own consumption of foo<l. 

Q . — What is the acreage of * Seri ’ land or hoino-fanii that you cultivate? 
A. — About 20 acres, but sometimes more. Tt depends on the need we 
have for domestic expenses. 

Q , — You keep this home-farm chieHy for fo<3d-grains ? Yon do not 
make a c'ommercial proposition of the same? 

^A.—No. 


Q . — Is it not ])ossible that if you keep a larger holding than you keep 
now you can get a better outturn from your investment and make it com- 
mercial? You have never thought of having a larger farm and making it 
commercially paying? 

/I. — J have not thought of it. 

■mt'' 

Q , — 1 think you told us iliat it would be a disaster if people take to 
commercial crops instead of raising food crops. On what grounds do 3011 
sav that? 

; .4 .—We I lave experience of late of all available land being cultivatiHl 
with groundnut, jute, or cotton. In our district we have at present a feel- 
ing that we have to depend for our food on Hungoon or some other place. 

y. — Is tliero not ample food-grains grown in the Godavari and Kistna 
districts? 

.4.— N^ot suUieient to feed the whole population. 

y. — If India is taken us a whole, is there any need to fear about scarcity 
of foodstuffs? 

.4. — We are now depending on Rangoon for rice. 

y. — But Rangcxui is a part of the Indian Empire? After all, wluii slioulcl 
be the national policy in legard to agriculture? Should it lx> the raising 
ol food crops alone or raising also other crops that would fetch high pric.-es? 

.4. — But we have to look to tho interests of the country. 


y. — What is the interest of the country? If it is to get more wealthy, 
wc must grow more of money crops and tlicreby turn over labour to tho 
host account? 

.4. — 1 would rather consider that focxlstuffs should Ix' our first consider- 
ation. 

The Chairman : Would you rather export rice or groundnuts? 

A . — After having a c^oinplete supply ot foodstuffs for the whole of our 
population, we can then expoit, the surplus. Our chief consideration should 
he the cultivation of foodstuffs, 

Mr. Thomas : You are, then, for going buck to the old system of self- 
sufficient farming, the peasant producing whatever bo wants and consum- 
ing whatever he produces? 

A. — Yes, to some extent. 

y. — What in your opinion is an economic holding in your district? 1 
mean the extent of land needed to support a family of 6 or 6 people? 

A.-r-They must have at least two acres. 1 am 'speaking only of ordi- 
nary labourers. If it is a regular householder then they require at least 
tan acres of dry and two acres of wet land. Unless a 'man has got ten 
acres of dry land and two acres of wet land it is not comfortable li^ng for 
him. 


Q 

pui^ 


, — ^What are the causes of indebtedness in th© district? For 
OSes are loans raised? 

— Generally failure of crops due to monsoon ^d bad farming 


what 



.Xhc former is only an"' abnormal coiniition. ^bat are tho normal 

caiMMMiF ' v> • 

d. — In the dry districtb failnre of monsoon, want of sufficieui watw 
iUM been almost periodical* Exc^t the last three or four year>i during the 
last 12 years we bad every year expc^enced want of water. 

Wliat aiH? the other pur[>oses for which loans are raised Y 
/i. — Bad farming and improvident way of living. 

Q. — What almiit marriages and other teremoniesF 

.4. — liie agriculturist cUiss do not spend much on marriages. 

Q, — W^hat about jewellery r* 

A . — They do not go in tor much of expen<litui*e on jewellery also. 

Q . — What about buying land? Ilo not j>eople I'esort. to loan.s for pur- 
chasing landJ' 

A . — That is also one of the causes of imlebCtMliiess. GeuorHlIy jieoplo 
purchase laud lor increasing their holding, hut its I meutioaod uh*eady 
the main causes art* failure of crop.s and bad cultivation. 

(^. — To what extent do lands pass hands by indebte<lness K 
A. — 1 cannot say. 

Q . — Is it prevakmtr' * 

A . — Yes, there are cases. 

0 , — In such cases, who purcliases the land? 

A. — Generally tJie money-lender gets it, hut alien the monoy-loiidor finds 
that he has got tof) much of land he scdls it away. 

Q. — Di>eK the debtor realisie a dectuit price? 

A. — Tiiey generally get 1 airly g<MMl ])rict's. 

Q . — Have you any knoabHlge of Agency tracts? 

A . — 1 have gone there, 

ij.-- Who are the inoncy-lender.s in the A\gcncy t»acts? 

.1. — There arc no money-lenders except Ux*al sowcars who lulvance loans to 
the Agency pe<>ide lor Agency produce. 


y. — Wliat is the pool system you aero advexating in your noU*? You 
have spoken almut ]>ooling of jaggery? 

.1. — The produc-ers will be asked to come to u certain place wbcix' tho 
l)uyers also assemble and the produce is sold to those merchants who have 
(‘ome to purchase*. 


U . — Who takes the initiative in the matter? 

.1. — Each local sowcar asks the priHliicer to pay him in kind lor ad- 
vances made and these are asked to be‘ brought t^ a eertain jiluce, i.e., 
the place of tho pmil. 

y. — How about sharing tho pi ico realiued? Different people may be 

supplying different grades* of goods? 

.1. — Generally much difference is not notus;‘d for instum*e all jaggery is of 
the same variety more or less. 


y. — You speak of a rural economy organization. W'Jiai is your expe- 
rience of that? Whut have you done in your taluk? 

A , — Wo have only frametl tho wheine and await sanction of tho Gov- 
ernment. 


0. — How are you going to find finames for the sihoine? 

A. — We divide tho taluk into eiglit centres and in each we have uiie 
teacher and one representative of tlie village represented in that school, 
the rural exjonorny s<hooI. Added to that we will have a health inspector 
for health propaganda. One member will lx? aitac‘)io<l to each of the con- 
tree who will look to tlie encouragement of loc:aI industries also. 
members can borrow^ from the c*o-operativo society and the i>erson in ilio 
niral economy .si'hool gives security. It is only such i>ooplo who will be 
brought into the society. 

y.— W^at is the interest of that person in the industry? Will lie iret 
a share of the profits? 

A.— The details of the scheme as 1 said liefore has not lxx>n woj ked out. 
We have a.sked for sanction and have not got it. 


(The witness then withdrew.) 
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J/r. Thomas: lii whut pari oi the difjtriet have you got laudP 

A . — West Godavari . 

— is it all di'y land or wet landp 

A . — Mostly dry laud. 

V-' — Have all the lands been let to pattadarsP 

.1. — Ryot.s have oc'i'Upancy riglit.s. 

O . — Has any survey been carried outP 

A . — liiam lands have been surveyed, not jirayati. 

(J . — On what security does the ryot l>orroi:v juuiieyp 

A . — Alter the Estates Land Act came into lorce we take takavi loans and 
then distribute it among tlie i*yot.s and ask them to cultivate the land. 
During the last two or throe years eo-operutive societies also liave l)eeu 
londiug money to the ryots. 

Q , — In what waj- have you given them iacilities lor lorming co-operative 
Hoci^ieaP 

A. — 1 am the vicre-prestdent of the co-operative district bank, but as my 
residence i.s here 1 am not able to help them dii-ectly. 

Q. — Who is responsible for improving the laud P Ryots P 

A. — Before tlie Estates Land Act I dug about 50 wells but after the 
Estates Land Act tliey them.selvcs are doing it. They ai*e also experimenting 
with boring operations for wells. I was the first in starting digging wells 
ami mango and Bataria plantation in waste dry lands at Nidigatia, Rajah- 
mundry taluk. Now so man^* people have followetl iiiy example. What was 
oome 20 years ai^ dry waste lands, worth almost nothing in Nidigatia and 
neighbouring vilfages is bringing an income of one lakh of rupees by the 
sale of mangoes only. 

0.-— Are your rents fixed money rents or do you share the produce P 

A?— Fixed HKiney rents. 

— In your opinion how much of lan<l is nect\ssaiy to maintain a laiaily 
of say 6 people? 

A. — Eight acres of dry lands. 


. — If it is wet land how many acres? 

. — Nearly 4 acres of wet land will be enough. 



. what ihe average holding of a tenant P Is it amaller or 

than this figure P 

4. — After the Estat^^ Land Act lands have become divided and they 
sometimes have one acre, or even half an acre.* They have begun to morigHge 
their land and sometimes to sell alao. 

Mr, Mtithiah (^hettiyai : Do vou do nmnev-lending business? 

A— Yes. 

— In this district or in West Goda%^ariP 

4 — On mortgages of land in this diatrict as also in We«it Godavari. 

Q . — For what jKuimls do yon lend on mortgages of land? 

.1. — Wc no doubt allowing them to pay in instalments and are Konu>- 

what lenient with regard to repayments, hut there is great ditficnltv in the 
recovery of instalments. 

Q — What is the rate 011 mortgage loans? 

4 — From 12 annas 6 pies to Rs. 1-14-0 per month i>er Its. 100. 

Q . — Do yon give clean loans on promissory-notes ? 

.1 . — T give up to Rs. 5.000 on proinissorv-notes if the party has sufficitud 
credit. 

Q . — If he is a goml ])nrty what is the rate of interest? 

.1. — Not h‘ss than Re. l-tMJ. 

Q — Do those who have taken on pro-notes return at the time of the 
harvest ? 

.1 , — Retween two to thrcH' years the moneys hud on pto-nott's are h(*ing 
realized hut not without going to the court. 

Q . — How long <l(Hvs the n^nlization of the money take from the time of 
the fding of the suit till the money is actually riMHMved? 

A . — On an average in the ease of suits in the small eausi* CH)nrtH iho money 
is obtained within an year or two from the fding of the suit, and in the 
ease of other suits it takes thriH*. four and evtm five years sometimes atid 
in a few' cases it n\a.v not ho possible to say even afU^r the lapwi of five 
years. 

Q . — What interest does the court allow after the de<UY>f^ is paww^l ? 

A. — Si.x per cent 

Q . — You say the* lendei’s rate is Re. 1-0-0 ])er month per hnndrcHl and 

that the (y)Urt attcu* decree' allows only 0 per rent. Then W’hat will ho the* 

net vield on the eai)ital? 

. 1 . — It is not in all eases that you have to go to court to realizt^ the debts. 

Q . — AVhttt interest, on an average, will you 1 h' able to realize on the 
capital inve'sted? 

I — About 0 annas per hundred per month. 

Q . — What about suits wdth regard to mortgages? Have you to institute 
a number of eases in regard tx^ the mortgage loans? 

A. — Mortgage's are invariably to he suerl upon. You ran even renew 

mortgages but yon have nlw’ays to go to the court. 

Q . — You are a money-lender and al.v. a zarnindar. Are there other 

zi'.mindars who lend money? 

.4. — The zainindni-s do not ordinarily lend to the ryots. Before the 
Kstates Land Act, they w’ei’c giving takavi loans to the ryots. 

0 . — Do you lend to merchants in towms? 

.4. — We borrow’ from iMarwaris and the hanks for mercantile hnsiness 
hnt we do not lend to the merchants. 

Q — Are the Marwaris and the money-lenders eventually forced to take 
over the lands? And do they retain or are they anxious to sell those lands? 

4. — The Marw’aris do no^ lend cm mortgages. They generally lend on 
jewels. 

0 . — What almut the Vaisya merchants? 

.4. — ^The Vaisya merchants do not lend on mortgages. 

Q , — ^Who are the other money-lenders except the persons like the 3 Wim ra- 
dars who lend on mortgagea? 

A . — Big rvols and zamindars give on mortgages. The Kapus and Kammas 
and all the big ry’ots lend on mortgagoa. 



Q . — ^What are the rates of interest trat the V^aisyas allow if thi^ take 
deposits ? 

d.— Before the Arbuthnot cr^ some depoeits Wjdrt received. But now 
no deposits are received, especially after the advent of the co-Ojperative 
bank. oflicialH might deposit with them. But even they are also 

depositing in oo-operative banks at half-rupee interest in savings banks. 
Big merchants used to deposit. Bnt even that has now ceased. 

Mr, Thomas : What j>er(«ntage of these loans lead to sale of lands? 

A , — In the case of mortgage loans, ordinarily the lands are brought to 
Side uni^ the debtor is able to get a loan from another man. 

Q . — Is it the same in most cases? 

A . — In 90 per cent of cases, it ends in the sale of the lands. 

O , — In regard to the non-mortgage loans? 

A , — They end in insolvency. 

Mr, Mvihioh ilieit'indr : Do |)eople resort to insolvency coui*ts? 

A . — When there is no money and hoIkkIv to give loans they naturally co 
to the insolvency c^urt. 

Q . — Do they take to it as a means of gaining money? 

A . — Not much. 

Q , — Do .they bestow on their wife and children valuable ornaments before 
they resort to the insolvency court? Is there that habit? 

A , — The time has not yet come in Bajahmundry for the people to take 
to such a habit. 


(The witness then withdrew.) 
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The ('ltd! I iimti : Arc you an <>1 oiU‘ ol iho Marwai i 

.4. — I an« not an agtuil ol any oi tiu* tirnis. 

Q . — What luisinoss are you carryiuj^ on 

.4. — I am im[)ortmg and doing soino general trade, 

— What do you nnjwrt 'i 
4 . — Stationery articles. 

i). — Whorotroiu do >ou get theiui^ From Kngland.^ 

.1. — Fnun England and Geiniany. 

G. — Do von import tor voiir own trade r" 

.4. —Yes. 

i). — M4iat luH'omes ol tlu* stud’ when it is iniporte<l'' 

.1. M'e sell it here, 

— Local Iv 
.1.- Yes. 

Q. — Ho^ do you pay lor it? 

.4. — They draw on (K) days’ sight with documentH. 

i). — 'rhe> draw hills on you? 

.4 . — Yes. 

if . — Are those hills discouniecl through the exchange hanks? 

.4. — Y<'>. some go to the National Bank and some to the ImiHuiaJ Ihink. 
if. — Do you import through Cocanada port? 

.4. — T'es. They will lie landed at Cocanada and then I will taki* them 
after pa.ying the landing charges and the duty. 

if. — Do von take delivery and pay all these chai'ges? 

.4.— Yes. 

if. — Whom do you pay to.*^ 

•4. — To the hanks. We will then take the documents to the iaiidtng agents. 
They will take the landing charges and issue delivery orders to the articles. 
We will then go to the Cnstonis to take the delivery, 

Q . — And then yon take it u yonr godown ? 

A . — Yes. 

0. — Then what happens? 

A . — Then we sell to the retail dealers and the wholesnle dealers 
Q . — On what terms do you soil? 

.4. — On 10 to 15 days’ credit, 
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Q . — Do you sell locally onlyf 

4. — We sell not only in Coeanada but we sell in Rajahmundry ilso. 

O . — Generally you sell on 111 days" credit? 

A . — On not more than 15 days" credit. 

Q,. — 1 take it that credit is purely personal? 
h - -Yes, tlie credit is personal. 

Q. — Do you take anv documents? 

1 .—No. 

Q . — 8o far as your l)Utoine.ss is concerne<l, do you finance it entii'ely by 
means of your own capital ? 

A. — Yes. Hut when occasions arise 1 have recoiir.se to loans in small 
amounts. 

Q. — Ik that on your personal security or on bills? 

4. — Only on demand promissory notes. 

Q * — Who financ'es the trade of that .sort? Is that done by the hanks? 

J. — Hy the local mont»y-lendera 

f .— Who are tliey? Marwaris? 

. — ‘All local people. Jiai^^ely Vaisyas. 

(1.— Telufzju Vaisvas? 

4 .—Yes 

Q . — And not the Marwaiis? 

A . — No. In Coeanada all the Marwari firins are closed except only 
those wlio take to lendinp; on pledge of articles. They will not finance for 
commerce. They only advanc'c to the ryots on the pledge of gold articles. 
Hitherto there were about six or eight Marwari firms in Coeanada who irnt 
money on cominerco without any s(*curity or any other thing. 

Q . — Who are they? 

A . — Jain Marwaris. 

Q . — Do they lend on other things besides gold? Do they lend on cook 
pots? 

4.“-Ves, they lend on the pUnlge <»f everything. 

41.- -Do they lend at a low rate of Intercast? 

A . — In writing they say that if it is to be j>aid within three months the 
rate is 12 annas per hundred for a month and that if the debtor fails to 
repay within three months then the rate of intcrc'.st will he R.i. 1-14-0. 
Who will pay <;n che OOth day exactly.^ They mention only the Telugu 
date and almo.st nil will not !'ememl>or it and any one who goes to repay 
oven a day or two after the due date will have to pay only at the rate of 
Hs. l-14-(h Out of a hundred not even five can escape this rate. 

Mr. Ilameed SuHari Morica'n : Do you find any difficulty in realizing your 
iiioney from the merchants? 

A . — For iny part T do not find any difficulty. 

Q . — You have just stated that you give the samans and get money within 
ten to fifteen days. To whom do you give? 

4 . — I will give only to some res|>ectahle men heving credit. 

Q . — You say that the Marwaris after 90 days charge a high rate of 
interest. In case the article pledged is not taken within 90 days will they 
auction it? 

A. — ^They will keep it until all the oast is exhau-sted. Then they wil* 
send a notice to the party, 

Q . — When is that done? 

.4. — When the amount including the intei*est accuiniilates to the value of 
the article pledged. 

Mr, Gopala Menou: You are a general import inerch«>nt of sundry articlea 
stationery. What particular things do you import;^ 

A. — I can call that generally, sundry articles, 

Q , — That is stationery such ns i>encil, pon-knife, paper and things like 
that. Is that the practice? 

A. — Yes, 

p.—Yon are doing this hnsinos.s on vour own account f 
A .—Yes, 
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- You proparo the indeiit aiul M'lui it to your J^uulou agent Y 

-Ym, 

'* — Have you got a particular loiiu in which vour iiulent i> drawn udP 
-Yes. 

Is it your own form or the forms sent by the Loudon ex|>ort agents 
That is, they M*nd out to you their own forms in wliich you make up yoiu 
order and send it for exetnition. Is that the nrcnt^sJ" 

4.— Yes, 


Q , — What are tlie terms inentioncxi in the indents 
/I. — C.f.i. and c.i. 


(J. — Is that for all things:^ 

4. — There may on (Hcasions only little quantities that are sent at first 
cost, 

O. — That is f.o.h. rates r" 

4.— No. 

y,--8o they quote you lor the goods both on (.l.i. and c.i. teiins ami 
on which you have no other charges to incur cxiejd the clearing charge ‘r" 

4. — The clearing charge and the duty has to l>e paid. 

Q . — What will it Ix' in tlie case ot first cost I' 

4. — They will charge for everything, pa<‘kuig. (any mg, freight, 
insuranc‘e. commission, exchange. 

y. — AVhat is the value of an imh*nf m the cum* of c.f.i. that you send 
to your Ijondon agent at a tiiney 

4. — It will not Ik' more than i;2tK) at any time. 

(J , — That refei*s to c.f.i. and c.i. indentsr' 

4.— Yes. 


O . — In the case of first cost ? 

4. » -That will depend ujion the value of the Imsmcss. 

y. — You have always lound the prices nasonahh'. Is it not? 

4. — Yes. They will l>e iiitiniating tho prices ol tlu^ various articles 
and if anything suits our market wo will indent. 

y. — What 1 am driving at is this. There arc* certain articles tm which 
the l.M)ndon firms are unahle to (piote c.f.i. and c.i. tio’ins such as thu 
minor articles — (>eiis, pencils and j>enknives. Is it not? 

4. — If it is a large indent even lor the^e articles, thi*y can get on those 
terms. But if the indent is small tinn (auniot since it is very difficult to 
calculate the freight. 


— Then you wait till you 
your indent? 


4.— Yes, 


can 


order for a 


nuinl>cr of articles and then 


y. — You say they draw on you 00 days’ siglit di al is. Arc there docu- 
ments against acceptaius' or against pa.Miient? 

4. — Some may Ih* against a<*<*eptaiKX‘ and some against puynient only. 
In very rai*e cases they will deliver the ai4i('les on acceptance. 

y. — In sucii cases is there a limit fixed by you or hy tin* Jjondon 
agent, in other words, you can do husinesH wdth them only up to a certain 
limit P 
4. —No. 

y. — When you get the advice of shiptmuit on the day you rweivc the 
invoice, the bank through which the doi!iiments are negotiated will 
present them to you for ac*<*eptan<e. Is it not? 

4. — Yes. 

Q . — In the case of D.P^i drafts what do you do? 

4. — We remit the amount through drafts or currency notes to Madras 
and retire the drafts. 

Q . — In the ca^e of D.A, do they send the draft and the shipping docu- 
ments at the same time? * ' 

4. — ^The documents will be there and with the drafts they will send the 
receipt — ‘ Received documents . . .* 





0. — WlitJii driven to the iie<jes»ity, at any time have you ahkoiT tin's*' 
baiikh to clear ami stiKk in their godowtin and afterwards remitted money 
from here? 

ii. — Xo, I have nevf*r asked them. Hat they will do m> if they ai*e given 
one-fourth margin. 

Q . — That is througli the exchange hunk. Is it not? So they have 
always l>een in‘<otniiKHlating you in ease of iieeessity to the extent of giving 
you ciedit up to 70 or To |)er cent of the value of the invoic-es and if you 
remit 20 per (ent of the value of the invoiec's they will elear and store 
the goods in their gmlowns. Is it iiot.'" 

.4. — it has not liappeiied in my ease, liut they will do so. 

O. — Have vou aseertained from them? 

A. -Yes. 

y.— So you an‘ sure tliat in such husiness the excliange hanks are aceom- 
incKlating the Indian merchant here? 

.l.~Yes. 


y. — Art' there many merchants who art* iinj)orting goixls ot this kind in 
CVK‘anada ? 

A , — There art* only four oi* live. 

y, — Are there any Kiiio[)t*nn finns in CtK-anadu rt‘c*?iving indents of 
this kind and passing mi to their lieatl oftict* in Londtm for the pur|>o.se 
of helping the dealt*rs? 

.1. — There are. 

y. — On \> hat terms thi they give tin* gootls to the tlealei ? 

.1. — 'riiey tjike tin* indents from ns, land tin* gtanls and store in their 
gotlowns. They charge 0 per cent towards interest and godown rent. 

y. — Is the interest of \) per cent charged only aftoi tiu* expiry of tJie. 
due date? 

.1.- After .40 tlays after the arrival of tin* steamer, 

O.^ ~\h that in the ease of 40 days’ sight draft? 

.1. — No. They will take the indent from us and get the gmids fr<>»n tlie 
steamer. From the date ol tiie landing of the goo<ls they will not charge 
interest up to .’U) da\s. Hut if it is m>t clmired in that periml they charge 
lor interest and godown rent at 9 p(*r cent. 

y. — Art* the dealers allowed to take in small lots? 

.4.— Yes, in one or more lots. 

y. — So, do yon find that the European as well as the Indian merchants 
dealing simihniy helping these small merchants in the way of accommoda- 
tion td that kind? 

.4. —Yes. 

y.-”-'rht*n you say that these gootls are .st)ld to the small menthants or 
to your customers. To whom do you sell? To the small mei*chant in 
Ct)canuda town or in the interior jiarts of Cocnnnda and also to private 
individuals ? 

.4. — We sell only to the dealers. 

y. — So you are more or l(‘ss an indent commission agent on your own 
aecount ? 

A.' — I iim not an indent commission agent. 

? . — Are you not doing it on your own account? 

. — Yes. 

y. — Do you find other merchants there who are doing tliis sort of indent 
coniinission business? 

.4. — ►Thei'c are some European firms. 

O.— Are there any Indian (ommission agents in Coc'unada? 

.1. — No, not in Coeanada. Tliei'e are such firms in Madras. 

O. — You said that you are selling these goods on 15 days’ credit to the 
small nieix-hants. But have they paid jour invoic*es exactly on the due data 
or have you had to give them extensions? 

A.— If an extension is asked for four or five days we may not care and 
grant them the extension. But we charge them interest. 

y.— At what rate? 

*4. — 12 per ceut. 
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Q . — Have you at any time liatl iiiflieulty in. I'ealiaini; the money ailtl 
lieuttt had you to go to the hunks tor tiuuiieial aid:' 

A. — No. 1 had never any difficulty in ivaliaiiig iny outstaudiiigb. 

You said that you were doing business w itli your own eapitul ami 
also occasionally with money borrowed troiu local money-lenders. What i& 
the rate of interest that you have to pay 
J.. — From 9 to 11 per tent. 

(^. — lint ai'e there not hanks in ('oeaiiadai' 

*1. — There are hunks. 

y. — Have you ever tried U> obtain uecumiiKKlatiou from them.^ 

A .—No. 

^.—11 yon had irietl do you not think that yiui would liave got ucrom- 
modatioii at a much lower rate of interest ^ 

.1. — Though the rate of interest may he low, it is dith<‘ult to secure 
another man to stand as surety and I never tried it. 

(J . — Is it due to the dilhculty of finding a joint surety:' 

.1. — If 1 go to another man to acvoininodate me then I will have in 
turn to stand as surety for ant>thei man. That I do not like. 

Mr. nth iah Chittun: Yon weia* just saying that in the east^ of Mar- 
waris il tlu‘ amounts are not [laitl within JM) days they c-harge interest at 
Its. 1-144) per hundied per nioiitii. For what amounts-^ 

. 1 . — it is the sanu' for all amounts, from Ks. o to Its. 1,(KX) even. 

Q . — Do they lend hu ge sums ol money r 
1.— Yes. 

Q , — To mdividuals 
A . — Y^es. 


U. — Ui) to what amount ir 
i.r-Up to Hs. ;h0(.)0. 

— Do thev lend <m house t>t<Jl>crty 'f* 

.1.— No. 

(J. — In your bust ness do you get D.A. tiu'iiis'' 

A . — Sometimes. 

Q — For how many daysP 
.1. — 00 days. 

Q . — Do they allow you large eredit'r 

/!,— Not mueh. 'fhey allow only almut C'iOO or so. 

(J , — Are there many imjKut inerehants in ('cH-anada W'hu get D.A. terms 


very freely I*' 

A . — It is very rare that we get that. 

Q. — Art^ there any Imnks that lend money to merchants:" 

A. — Y"es, tliere are. 

O. — Which ure they!" 

A . — The linj>erial Bank and the newly opened Audhru Bank. 

Q . — What is the rate charged by the Imperial Bank on joint promissory 
not^ y 

A . — It does not exceed 9 i>er <*ent. 


Q , — On the .security of goods wdiut is the raiei" 

.4. — 8 per cent. 

O. — Does the Imperial Bank lend money on gold r 

X, — Yqs. They will lend any amount the minimum lieing Its. 200. 


Q , — Does the Andhra Bank lend money on gold;' 

A , — It is only two mouths .since it was opened, and I do not know. 


i 


— Are there anv other hanks liesides these two? 
—No. 


? . — YVhat is the rate of interest in the Andhra Bank? 

.—As I said it is only two months since it has ojiened and it 

is doing current ac*eount business and some fixed deposits, I think they 
too loM at 9 per cent- 
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before the income-tax 


f 


Q . — What 


of nil of them put 


(tf. — Yoh w^re aaying that the Vabyaa lend to you at y f>er cehiF 
A . — From 9 to 11 per cent. 

Q , — If the sum lent is large, is the rate low? 

il. — It varies according to stability of the Iwrrowci*. 

41 . — What will l>o the general rate charged by a Vaisya on loans of 
Rs. 1,000 and Rs. 500? 

A . — It all depends upon the stability of the l>orrowcr. The rate will 
not vary according to the amount. 

-Do the Vuisyas keep regular iiccounts? 

-Yes. 

Q . — Do they kcjep day bo4>ks and ledgers? 

A.' -Yes. in facd; they have to produce them 
oifioers. 

Q . — Do they show these liooks to income-tax officers? 

A . — Yes. 

Q , — How are they aswssiHl to iiu»ome-tux? What is your opinion alxiiit 
assessments? Do they take the income as they liave l>een realized or do 
they put rough estimates? 

A. — No, they take the actual figums. 

Or -As received? 

A. -Yes. 

Q . — Supposing you are « mouey-lender and you have lent Hs. 50,000 to 
a person and liave not realized the interest due on it. In assessing to 
income-tax do the authorities take this interest into account? 

.1.— No, 

. — Is it taken into at-couiii only if realized? 

. — Yes. 

-How’ many V'^aisya money-lenders are there in Cucanada? 

■About 10 or so. 

will Ik' the total volume of business 

together? 

.4.» — It may come to a crore of rupees. 

Mr. Thomas: Mr. Venkata liao, where tio you invest your savings? 
Every year you must Iw making some profits? 

A . — I w’ill use that in increasing my business. 

Q , — When half your money eoines in, do you inerely keep it in your safe? 
A. — 1 do not invest it anywhere. 

-You do not deposit it in a bank? 

-No. 

-Then where do you keep your money ? 

-In my own safe. 

-Are you not losing interest thereby? 

-I have to nu^t iny ow n demands aiiid if I put it as fixed deposits 
1 may not l>e able to get it at the time 1 want it urgently. 

Q . — Do you not know’ that the joint-stock banks take deposit on current 
acx*ount and will give you a small intei'est? 

A. — The Imperial Bank, 1 think, does not give any interest. The co- 
o|>erative bank gives alwut 2 per cent interest. 

Q. — is it not w’orth while to put your money in the bank and thereby 
help trade? 

A. — ^Recently 1 have opened a current accrount in the Andhra Bank. 

Q. — Do you therefore deposit your money in the Andhra Bank? 

A. — P«ly recently I opened an at't'ouiit there. 

O, — But do you find anv difficulty in regard to that? 

A. — I do not find any difficulty and there is no stamped chetiue that has 
to be used. 

. — Do you use clieques? 

. — Yes. 

Ynien making payments to yoUr creditors do you use dieques? 

, — No. I have to remit only to Madras. 


1: 

t 
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-How do you make your remiitauceb^ 

I, — 1 purchase demand drafts fi'om shippers and send them to ilie 
National Bank. 

Q , — So ahat opportunities have you for using cheques ^ l>o you use 
cheques at all? 

A . — If I owe anything to the local people I issue cheques. 

O , — When did you begin that practice? 

A . — Only three months back. 

. — Is tliore a (‘o-operative hank in Coc^anadu ^ 

. — Yes. 

. — You have no deposits there? 

.—No. 

Q , — Why do you not kei'p your de|>osits with the co-oi>erative hank? 

A. — f om'c oj>enod an act‘ount there Init I had some difhcultioH and so I 
discontinued. 

Q , — What difficulty? 

A. — It was on iKH-ount of the incapacity of the secretary. Nothing more 
than that. 

<?. — There was no difficulty on account of the rules? 

A. — Nothing on ac<!Ount of the rules. 

Q . — So you are not ke^'ping much money in your own safe now hut put 
it in the Andhra Bank? 

A.— Yes. 

Q . — What ahont the |MM)ple like you? 

.4. — Most of them have current account ni the lm|>erial Bunk. 

Q . — Are there many who keep their money in their safes? 

A. — Some will kc^ep tlu*ir money in their safes and some will keep it 
in the hanks, 

Qr -Is there no fear of the money so kept in the house l>eing lost? 

.4.- -There is no fear. 

(^. — Wily do you not go to Marwaris when you are in necxl of money? 
A. — There are no Marw'aris now who lend on personal security. They 
want pledge of ornaments or other things. 

Q . — But do not the 4\aisvas give on personal seenritv? 

A.— Yes. 

Q — What interest do the Marwaris charge? 

A.' — They will never lend eK<*ept on pledge of jewels. Now they suy 
they charge 74 per (^nt hut the rate in the case of default is Rs. 1-1 i-0 
l>er month or 21 per cKUit or so. 

Q . — Do shop-keepers like vou l»orrow' from the Vaisvn monev-lendcrs ? 

A. —Yes. 

f ) — What classes of people go to the Marwaris? 

A. — The agriculturists, shroff merchants who deal in gold and silver. 

Q — What are the cliief industries you have in C’ocanadn? 

.4 . — There is only the oil industry. 

Q What classes of people are interested in it? 

A. — Most of the factory holders are Vaisyas. 

Q , — Arc you a Vaisya by caste? 

A.- — Yes. 

Q . — In regard to the shop-keepers that you know, are there many who 
are heavily iiivolvetl in debt and tVierefore have got to close down tlieir 
hnsiness ? 

A. — There are some. 

Q . — What is the percentage of such business? 

Ai , — It may not exceed 5 per cent. 

Q . — ^Why do they get involved? 

A. — Because they are extravagant. 

Q . — ^What other causes are there? 

. A. — A shop-kee[>er will never lose in his business unless he is extravagant- 
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Q , — Haft the custom of issuing ehef|ues recently developed after th# 
duty on cheques was taken awayr^ 

A , — Before the al>olition also there was the of cheques. 

— Uut 8!iu« the abolition has there been a considerable incjisaiie? 

, — ^The increase will be more than 10 per c'cnt. 
n — Do you accept chccfues of people (like you) who have invested money 
in Andhra Bank? 

A. — If I know the party 1 will accept it. Otherwise I will not. 
fhf Chairman: You sell your articles direct to the shop-keepers? 

A . — Yes. 

Q , — You do not sell it to the consumers? 

A. — T do not sell to the c:onsnmers but only to the retail dealers, 

Q , — Are they mostly shop-keepers to whom you give 1.5 days’ credit? 
A.— Yew. 

Q . — Do yOu find that many of these people* set up shops in the bazaar 
without knowing very much about the business of shop-keeping.^ 

A. — Never. He must have some experien(‘<‘ or he might have served a 
shop-keeper. 

Q . — Are theie many failures among the shop-kefq>ers ? 

. 1 . — Only, about .5 per c<?rit may ln^ failures. 

Q. — Are there many wholesale im'rchants in Ccx-anada ? 

4 — In the importing line there are four or five. 

Q . — What do tliey mostly import? 

4 — Almost all sorts of metals, cement, wesd and yarn. 

Q, — Have there bc'en many failures iri regard to these wholesale firms? 
,1. — There Imve l>een no failures, 

O. — In regard to pic*cegoods do they import on their own account? 

A. — No pio(*egoods are arriving at Coeamula now. They are brought 
from Madras only. 

Q. — Ai'e thev importing varn hero? 

A.— Yes. 

Q. — Artificial silk? 

A .—AVs. 

— Is it increasing? 

.1 . — No. Ijargc cpiuntitic's arc* coming from Madras and Bombay only 
(?. — Do the people weave? 

.1. — They wifi weave only in the surroutuling i)arts of Cocanada. 

Q . — Alsmt your selling goods to the shop-k(x*pers is it always paid lor 
in eash ? 

.4. — A’es, it is paid in casli only. 

— You do not get hills from them 
A.— No. 

(?. — Do the shop-keepers understand the system of working the hills? 

.4 .-—No. 

0 . — What do they do witli their money in the shops? 

.4. — Their wllections will l>e distributed to the oieditors. They will 
not have any deposits in hanks. 

Q , — What do they do with their day to day iweipts? 

4 — They will he paying to the orcnlitors whatever they collect in the 
evening. 

<(?.- -Before their cHillections go to their creditors how do they keep the 
money ? , 

A. — They have to nieet their expenses. What remains will go to the 
creditors. 

Q , — The trade of Cocanada as a whole is increasing. Is it not? 

A. —It is increasing daily ns seen from the figures. But many of the 
consignments and the volume of trade oome for shipment only to OocAiitida* 
Lakhs and lakhs of bags of groundnut as also castor seed for shipment only. 
0.— ^shipment by whom? 

A.— By English firms. # 
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Do tl.c nseuts go and l.uy from th» 

n'* agontu of the Enplisli firms at overy railway station 
They buy locally and stmd by rail to t'ocauada for shiiuuent. ' ' 


<3 —Whom do they send in (Wanado P Is it the steamer agent? 

A . — To their paid agents, 

Q - — Who arranges for the shipment? 

4.— There are some firms who undertake to do this shipning business on 
rec'Oivjng commission. 


Q . — They charge cmnmission? 
A . — Yes, 


Q . — What do they charge? 

/I —They ebargo Rs. .‘t or s<i for 100 bags after mooting all the exi>ense.s. 

<?.— The bulk of tlie groundnut from these districts goos from Cocaundn P 
*!. — les. 


<>. — What o))oni Vizagapatam? 

1. — Tt is not safe there now. 

Q — What about Bimlipatam? 

.1.— It is not a safe port. The sea tlioisv is rough wlierens foenimda 
IS a culm place loi‘ shij)inent. 

<?.— All these firms pay cash on the spot lor (he pnrclinse of groundnut? 
A . — \es. 

Q . — Do they advance much? 

.1.— They will never advance. They pay on delivery onlv. If they pay 
nny advance they will ask the duhnsh to stand guarantee. 

Q . — They do not pay advances to glow the stuff? 

A . — Only in very rare cases they will give advaiK'cs. 

Q . — When the Vizagapatam harhour is built, will it affect Coennada very 
much ? 

.4.— No. 


Q , — fs there not r,iU(‘Ii paddy export af Cocanada? 

.4.' — Only lioiled rice is exported. 

Q . — Boiled ric'e goes to Burma? 

A. — Yes. Tt goes to the Western ports also. At times we get paddy from 
B a n goon . 

(). — Are there any country crafts calling at Cocanada? 

A . — There are no country crafts now. At the time of the war there 
were some. But now there are none. All sliipping is done by foreign 
steamers only. 

Q . — But do not they ship to other places down the coast in country 
ciafts? 

A. — No. Tt is only done by the canal wavs. 

Q. — So, there Is no export business from Coennada by country craft >? 

A . — Yearly one or two boats come hut they do not come in largo numbers. 


3/r. Thomas: Are there not boats built there by local fund workshops? 

A . — That has been almlished, Onlv individuals have been building. But 
IJOW only repairing is done and boats art* not built. 

The Chairman: Do they do much ship repairs at C^ocanada? 

.4. — Only country ships will l>e repaired there. 

Q — When a country ship cxmies from Tuticorin to Cocanada and has to 
Iks repaired, how is the repairing charge to he paid? TTow' is tlie pnynienf 
made? 

A . — They will send a repierientative. 

Q . — They do not use the bottomry bond? 

A . — They will repair on the daily wage system and the rei>rosenf at ivc 
will pay for the charges. 

0. — you never had anything to do with the rice trade? 

A. — Thou^ I have^ nothing to do with trade in rice J can answer yon 
»ome questions on t^ice trade also. 
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O. — ^How 18 it marketed? 

A . — ^Tlie r>’ot will sell his paddy througli a village dealer. That dealer 
brin^ it to Cocanada and comes to the wholesale merchants. 

Q — Where doe.s the dealer lire? 

A. “Some dealers live in Cocanada and some also live in the interior 
parts. 

Q , — They go round tlie viliages and buy? 

Yes and then take it to Cocanada to the wholesale merchant, 
shipper or mill-owner. 

Q . — They sell it outright? 

A .—Yes: 

Q . — How do they pay the ryot? 

A — After it is sold, most of the dealers will pay the ryots cash. 

Q , — Thev do not cash and hny it? 

A.— No.‘ 

Q . — Then they are w’orking on credit? 

A. — Yes, on a w'eek or ten days’ credit. 

0. — Do they give anv interest? 

A.— No. 

O.--D 0 they giv'c any doenmeni? 

A. — They only sign on a piece of paper saying lhat ihey have taken 
so many hags of paddy at such a price. 

0. — Does the rvot ever get swindled? 

A .—No. 

Q — You do not get any hogas merchants? 

A. — No. Tliere will ho one commission agent at cadi and cverv place and 
ho Trill he advising tlio lyols. ITnless In* agrees the ryots would not part 
with their paddy, 

Mr. Thonws: Are the cominis.sion agents taking too much commission? 

A. — No. They get only one rupee on 25 hags. 

<?. — What about the measuring? 

A. — Kv'crything come hy iveight. 

0. — Are tlie Tveights used .standard w^eiglits? 

A. — Sealed w'^eiglits are used. 

Thr Cho'nmnr) \ This man goes round the village, hnys the crop and 
then «oll,s it. Ts he a mordiant or a commission agent? 

A. — He is a merchant, 

(>. — Ho is definitely huving and selling. Ho is not a eommissiin agent? 
A . — No. He buys and sells at his own risk. 

O.-^Are there no eommission agents? 

A. — Now’ there are none. Previously there were ])eopl«f e.alled Aihflif 
V^fafxtras. 

0. — Wliat does the village rommis.sion agent do? 

A.— He wull w^eigh the bags and then take Pe. 1 for every 25 fing.s th.at 
hr weighs. Wo call it one rupee ]ier garz. 

Q . — That is a big commission. Ts it not.** 

A. — Tt is not so Sir. It is only for R.s. 1.50 he gets rupee one. 

Mr. Oojxila Mrnnn: What does lie make annually? ^ 

A. — Rs. 400 or Ps. 500. But there is only one for a village. 

The Chairman: Haa he anything to do whh the sale of tlie stuff'* His 
business hn.s apparently to do wuth weighing and not selling? 

A , — No^ he has to w^eigh or measure it. 


— What is actually his business? Is he a petty trader also? 
. — Yes. Mostly such people will be Vaisyas. 


Q . — The merchant who goes round is also a Vaisya 
A. — Yes. All these are mostly Vaisyas. 


generally? 


*. — It is the Vaisya husineas, is if not? 
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f ^-^Xbere are t^)nuiiiiifeioa agents in tho towns too? 

.^Yes, there are. Till ten yeui's ago every article went through the 
coninuttiion agent. But now that sysieiu Invs gone. The seller tomes direct 
and sells the articles to the inillowner or the shipper. 

J . — How does tlio man take it from the village to Cocanada? Is it hy 
or by lK>at? 

A. — By bandies. 

Q , — Not by boat? 

A. — If it IS fixim a phuo near the cuiial* it is l»y l>out ami if lioiu a 
place which is away from the canal it is brought l>y road in handies. 

Q , — If be takes hy boat be takes at brs c»w n risk? 

A. — Yes. 

. — Tlien be goc^s with it? 

. — Yes. 

Q . — He takes it as his peis>onal luggage? 

.4.— Yes. 

Q . — Are tho transixnt charges cheaper if taken l»y lioat? 

.4. — Jf the place is near the canal the charges arc chon per. From here 
to Cocanada w^e pay only two annas a bag. It it were to go l»y handies 
they will charge us eight annas per hag. 

Q . — Is it very unusual for the ryot himself to take the paild.v to ibo 
mill in big towns? 

A, — If there are mills near hy the ryots tlicMuselves will take tho juiddy. 

— Bui they would not take to any distant mill, say if it is thirty miles 
away ? 

.4. — In tlie case i)f tlic largo cultivator wlio has tlio\isands of hagN there 
cun be some bargain. Hut in the case of the poor ryots it is Ix'ttcr for 
them to sell at the spot and after all the didmcnce m price is only one 
anna or so per hag, 

(J . — Do the l>ig cultivators thcmslevcs go to towns? 

A.-~Ye.s. 

(,b — How’ doe.s the system work for the ryot^, iavoiirahl^y or iinfa\ oural)ly ? 
.1.— It works favourably. It is the difl’ercnce ol one aiina only that 
the niiddlcmaii is going to get, 

Q . — What about the i)rices of the man who goc.s round tlio V iil.agc?^ and 
makes the iiurcliirso? 

A . — He gets a profit of only one anna a hag and he is sati.slicd with it, 
because he has got the hags on <redit. 

Q . — They are also importing rice at ( ocunada ? 

*4. — Not generally. On rare occasions it is imported. This is als^j a 
producing country, 

(^.■-—Wluit knowledge has tlie ryot in the inter ior got of the j)riccs that 
arc prevailing in Cocanada when lie sell.s liia paddy? 

A, — Of course has knowdedgo of the prices at Cocanada. 

-How does he know that? 

-Some merchants come and inform the ryots. They may have come 
for any purpose other than tho purcha.sing of paddy and they would say 
that the price of paddy in Cocanada is .so much i>cr hag. Even if there 
is an increase of one anna in the price somebody goc.s into the interior 
and wants to buy there. 

Q . — Now you have got the railway from Cocanada to Kottapulli. Does 
paddy come by rail or by bandy? 

A. — It is only three months since the line was opened. And paddy lia.s 
not yet begun to be sent by rail. 

-When do the ryots sell? At the harvest? 

-If the cultivator is a rich man ho will keep it genciully till tho 
price goes up. But if be is an ordinary man, he will sell a^vay at the 
harvest. 

-Will it pay him to keep the paddy with him for some time? 

L. — For the last two or tliree years the prices are not paying. 

If he h«M3 to sell at once owing to the need for paying kist or his 
dues, whaib wiH be the price that he will get? .... 

A , — Tto ry(^ poj|ulajiou is not so bad as that. It is becoming ricu. 
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Q , — Look at it this way. When the incrchant goes to the villages in 
buy the paddy there are certain people who have got to sell their paddy 
and there are others who will sell it they get a gootl enough price. Do th 
all get the same i)rice? 

d.— Yes. 

O. — Do they get a better price by waiting P 

A , — It will vary according to the market. If the market g*>er> down 
ho will be a loser by waiting. 

Mr, Thomax: How many rice inillK are there in Ctxunada town? 

ii. — Not less than 10 or 12. 


Q . — How are tl>ev working nowP 

/I .—Till th ree years back they were working on a profital)le scale, but 
now' it is not so. 

The Chairman \ Have any more Ikhui started P 
A. — Yes. In the interior many have been started. 

Mr. Ilaviced Sultan Marirair : How is it that overy])ody is taking to 
rico-raillsP Why not they have oil mills? 

A . — There are also oil-niills. 


Q. — But as it is everybody setuns to go in for rice mills? Why? 

A . — Becrause four or five years back the rice inillowners made some 
profits. But now ilie demand is very ]>oor and there is no profit at all. 


Jn regard to some of the (|uestions in the (luestionnaij e I wish to say 
n few words. The duty on hundi is very abnormal at ]>resen{. For 
Ks. 5,000, Rs. 5 i.s to be on stamps. If 1 bad to l)orr(>w Rs. 1,00*), 1 Jiave 
to pay Re. 1. So a reduction is necessary 1 think on stamps on hinidis. 


The Chairman: How' long is it since the present rates prevail? 

.4. — After the amendment of the Stamp Act there are no sight drafts. 
But before the amendment of the Act tiiero w^cre many sight drafts in 
bunks. 

(J . — But the question then is this. How aio you going to ref>hue the 
revenue? Can you suggest how' the revenue can be otheiwise made up? 

A. — 1 cannot say. 

Mr. Thomas: If you reduce the duly, is not likely that more huiulis 
will he created ? 

/I.— Yes. — 

The Chairman: Have you any other .suggestions to make? 

/I.' — Jt is essential to open agricultural banks. 

<J. — What for? 

A. — To advance money to tliem at low rates of interest rejiayable in 
instalments over a number of years. Jii these parts of the country there 
are no mortgages of standing crops also. 

O . — Why not? Co-operative societies are anthoiiued to do it? 

A. — It may be, but most people do not do it boedfuse they do not know^ 
it. 

(J . — Do you tliiiik it is good .security for a co-operative to advance 

loan on standing crops? 

A.— If the climate is good it is good security. But tililptjgh it is not 
very good security and a safe one, if the man is on th© spot you can 
advance Joan. 

Q . — What sort of agricultural l)ank do you contemplate? 

A. A big bank wntTi branclies in ev*ery <listrict, 

Mr. (foifahi Me non : \ou .state tliat there should be land mortgage banks 
in ©very district and even taluk ii possible. Do you think that if these 
hanks are startetl the ryots will get money from them and redeem their 
prior debtsf 

A. — Yes. 


^^.-^uppose the land moHgage bagk clears or agrees 
prior debta. Will th© rj^ot^s consent to that? 

A, — Yes^ they will agree. 


to clear their 




(Til© wiinesd then witlidrew.) 
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M.R.Ry. RADHA KISSAN Avargal, Proprietor, Messrs. Hiraii and 
Ramsook, Bankers, Cocanada. 

Oral evidence. 

Mr, Miilhinh ( 'lirff n/ar: Ilow many yrars lia\»' yon Ikh m m Cociinadu 
.l. -Fur the last dO your.s I am there. 1 have an experience ol itP ycai.s 
111 Coeanadu. 

Q . — Aie you a Muttaiii or a >Jar\iarii^ 

.1. — 1 am a .Manvari. 

y. — Are there Giulianis in Cocanaila i'' 

.1. — No, there arc none there. 

(J. — How many .^jarwari money-lendeJ*s are tln'ie in Cocanada;-" 

.1. — I am the only oiu' man w!m docs money-lending. 'I'liere are a lew 
but they do not do money-lending husinos.s, 

Q . — Are there many Marwai i pawn-hiokers i" 

A . — There are a lew Jain Marwaii.s lending money on pledges. 

— Have you any hranehesr^ 

A , — Not in Pvifi'sh Jndia, hut in the Nizam's Hoininions. 

Q . — Do you lemj on seenrity oi laiidK 

A . — We lend on necount, Sometiiiics we take .soeurity, hut we do not 
lend on mortgages of ^iand. 

Q — What securities do you takei" 

A . — Rico mills or houses are taken a.s security. 

Q. — Do 3^11 not take laud as .security-" 

A . — Jf there are lands also belonging to the man who takes the loan we 

take that cS fitdditional security. 

■■ 

Q . — In 1j»wns which are the class ol persons who take loans P 
A. — Merchants. 

Q. — Do you lend in small atnounts or in hig amounts? 

A.-— Big amounts say Rs. 20,0P0, Rs. JO, OOP or Rs. 40.(KK), etc. 

y. — Is it on pro-notes ? 

A. — On agi-eement to have the pro[ierty mortgaged to ns wiieiievcr we 
require it. 

Q. — Do you lend on mere pro-notes or katha? 

A. — Either on a letter or on pro-note not generally on katha. 

Q — What is the rate for amounts les.s than a thousand and for amounts 
over Rs. 5,0W? 

A. — Twelv4 per cent, even though the amount is Rs. 10,000 or more. 
We sometime^ lend on pro-notes, generally on joint pro-notes iuor<l 
often on sectlrity. 
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— Do you lend on ^security of goods kept iu godowus? 

L — Yes, on pledge of prtKluee. 

Q — merchants insure those producea!'' 

A. —So. 

Q . — Do they Jock it and keep the key? 

A. — Tile key is IihiuUkI over to us, l>iit if we come U) know that the goods 
are sold we give l»ack the k(»y to the purchaser on receipt of a letter from 
the lender that the money will he paid on receipt of the sale money. 

Q — Yy^ give clean loans? 

A . — Yes. 

Q. — How' long do yon wait l(» recover them? 

A. — Sometimes we wait foi* one year and at other times for more than 
one year. 

Q , — Do they jiay interest at least once a year? 

A . — We demand interest at tlie end of a year. Sometimes they i>ay and 
if we do not receive tlnoi we wait for two years and even three. 

(J. — J)o von go to court? 

.1. -Ye.s.^ 

-Are there many such cases where you lia\e to resort to courts lor 
recovery ? 

d. — About Jo in IdO eases. 

(jJ.- - Do you go to coui ts often for recovery of Itians on mortgage deeds 
or clean loans? 

.1. — Tiierc are moie suits on mortgage deeds. 

Q — What is the net yield on your capital alter deduct iug all expenses? 

A , — We are getting our capital from capitalist partners in our native 
place at 0 per eeiit interest and we are lending at 12 ]>er cent. Formerly 
we usetl to gr‘t about Ks. o.IMKl to Jls. r>dXJ() per year hut now fur the last 
three or four years we get no profit at all. 

y. — What are you? 

A . — I am a working partner. 

y. — llow' many lakhs of ju]>ees have you lent? 

.1.- Jietw(*eii three and four lakhs. But there arc nuu' about 2 to 3 lakhs 
of rujiees outstaiuiiug. 

(jl.“ On this voluiiie of l)usiness after iiaying G iier cent to the capitalist 
partners are you not making jirofit at all? 

.1. — No. Debts are accumulating in our l>ooks but money does not come 
at ail. 

giving loans do you get. besides pro-notes, hundis? 

*1. — We never take hundis unless it is for expoit of goods. 

Q . — Do YOU discount your pro-notes witli other banks? 

d.—No. 

Q . — Do you get any facilities from other banks? 

d, — 1 have an aeeount with the Imperial Bank and they lidiU us some- 
times up to one lakh of rupees. 

y.~- How' many days or weeks do you enjoy .such aec*ommodation ? 

d. — Only one week. 

Q , — So it is only a very temporal*}’ accommodation? 

d.—Yes. 

Q. — Y"ou say that you are not easily realising intei*ost. How is your 
income computed by the Income-tax Dei)artmeiit ? 

A . — Hitherto they used to tax us on uncollected amounts also but now 
they tax us only on actual c'ollected amounts. 

Mr. Thomas ; Wliat are the terms on wdiich you lend money? 

A . — I lend money to those who purchase goods, who may pledge the 
goods, or who store the goods. 
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<?. — ^What rate of interest do you charge? 

A . — Twelve per cent. 

— In all cases? 

-4. — Yes, in all oases. 

<?. — Suppose a clerk in one of the Govern inont offices coni<>s to yon for 
a loan of Rs. llX>. what interest will you charge? 

A. — They do not come often. 1 (harge 12 per 1*0111 interest. 

Q- — I)o you give him the Rs. 100 directly or do you give him the nmonnt 
le.ss the intert‘st, i.e., do you deduct interest in advance? 

A. — No. The interest will Ik^ eolhnted only along witli the princ‘i])nl. 

Q. — Are all Marwaris doing this way? 

A . — There are some Jain Marwaris who lend from 12 annas <0 Rs. 
interest ])er cent |)er month, lint that is not my business. 

Q. — Rupposing that clerk doe'^ not ]>ay yon at the right time. What 
penal interest do you charge? 

Ar — No penal interest is charged. 

Q. — Do you know of any money-leiHh‘rs in Oornnada who deduct interest 
nt the time of giving the loan? 

A . — T do not know. I cannot say. 

Q. — Are you not awni e of .such t ransa( t ions ? 

.4. — T am not aware. 

Q , — Do Vaisyas do that? 

.4.-1 am not aware ot it. 

Q . — Who audits your ac(‘ounts? 

A. — Rome Marwari gumasta.s. In tlio income-tax oflirc tliore are some 
Marwari guma.stas and tiu^v audit our hooks tor imomo-tax purposes. 

Q . — Do you I'oeeive any deposits? 

4 — i'ee<*iv(‘ any lieposits in ibis part of the eounti*y. We 
never give more than 0 per eont inter<'st on deposits. We get deposits 
from our jmrt of th(‘ country, i.e., from our native ]i!ace, 

Q. — Can you not get de|)osits here if you |)ay at b ])ei* (‘cnt iuteiesi? 

A . — We are not getting. 

Q . — Rnimose you oj>en or establish a regular hank with trained elerl,s 
and ojien the deposit .side of banking. AVill it not bo ])ett(>i ? 

A . — May be. lint 1 do not want to do it. 

Q. — How much ovordne.s have you now? 

A . — Two to three lakhs of rupees. 

The Chairman : Are they all overdues? 

A. — Yes. they ai-e. We are demanding the money and tlioy are not 
paying. 

Q . — Tf a party is not jiaying on the due date, how long will you wait? 

A . — wait for one or two months. Rut 1 fear to go to court, foi- IIk m 
it will take -sometimes two to three years to rc^alize tlu^ money. In the 
la.st resort only I go to courts 

Q . — Suppose the Government we!X‘ to make a rul(‘ that all money-lenders 
are to he registered and their accounts are to b(‘ amiually Mndit«*d, Wdl 
you agree to it? 

.4.— No. 

Mr. GopaJa Menon : "NVhere do you derive your capital for yonr })anking 
business from? 

A. — From my capitalist i)artnors in my nativ(‘ place. 

Q — Which is your native place? 

A. — Jodhpur, Rajpntana. 

Q.- — ^What is the I'ate at which yon liorrow money? 

A . — Six per cent. 

Q . — What is your lending rate? 

A. — T’welve per cent. 

Q , — What are the purposes for which you lend mono}' to the public 
here? 

4» — For erecting mills, improving industries and storing Tnerchandifte, 
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Q . — Also for your own trade P 

A. — Yes, 1 have got also soiu© trade. 

Q . — So you are mixing up hanking husiness with your other business P 

A. —Yes. 

Q , — Do you lend nuinoy on jewels alsoP 

A .—No. 

Q . — Do you letul money to ugrieulturists P 

A.— No. 

Q — Have you got any reserve or siiikiug iund kept apaiA to meet any 
nnoxi>eetod eontiirgeiu y P 

A.— No. II sueh eonling<urey comes we hori-ow moirey lioin the Imperial 
Hank or from our* people. 

(). — What will he your net ineome after meeting all expenses? 

A. — h^)r the last tliree or tour years I do not get any profit at all. 

Q — Have you got any suggestion to make to impi'ovo your busine.ss? 

A. — No. Times liave Ijoeome bad. If we give loan on security ol land 
the title-deeds are detective, it we give loans on security ot piodiiee tire 
price goes down. In every way there is loss. 

Q . — Do you want any help froiri tlie Government tor eari’ving on your 
business ? 

4 — Only their tavoin*. 

Q . — Do not think of the past. Do you want any outside help in the 
futin'O in order to protect your iuterests? 

.4. — We do not want any. It all the.so oulstamlings of mine arc colloetod, 
then I will gladly go away. 

fj).- Have you liad any dull ]>ei iod in youi’ })U.sinoss career? 

A. — DuiMiig tlie last 40 years T have n(*v(‘r seen anythiirg like tire past 
tlii'ee years. 

Q . — Is it due to difficulty in recovering monoy or* dull period due to 
slump in trade? 

A. — Wo don’t realize our loans at all. 

— Have you stopped lending then? 

A. — No. 1 now lend only to fu'st-class (‘lients. 

Q . — Have you any hanking account? 

4 ™>T have, hut T very rarely operate on it. 

Q . — Do you send your cash balances every day to the bank? 

A. -No. 

Q . — When you lend do you issue clier|ues on your hankeijl^ 

A. — We do not issue cheques alw’ays. Only when the pai'iy w\ants it. 

Q . — Have you at any time remitted money to your eommuuity in Madi\as 
in times of dullness in order to earn interest? 

A. — T sent them and al.so wdien T want money I get from tliem. 

Q . — From where? 

A . — From ^ladras. Homhay, from my native place. 

Q . — So there is inter-i'olntionship hetw^een Marwaris of the diflferent 
provinees? 

A. — Yes. 


(The witness then withdrew’.) 

The Committee adjourned to meet again at Bellary on Thursday, tbo 
ICtb January 1930, ' . 
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Thursday, 16 th January 1930 . 
BELLARY. 


P n E s r. X T : 

Mr. H. ^f, Hdoii, l.C.S. {( Itairninn ). 

Mr. P. J. Thomas, m.a., b.litt., ph.d. 

Mr. C. Goeala Menon, m.l.c. 

Diwiiu Bahadur B. Mtsiswami Nayi'ui , n.\., n.i.., m.l.c. 
Khau Bahadur V. H amero 8vltan M aiucaik Saihii BaliacBir. 


M.R.Ry. Rao Sahib V. KRISHIV^AMA CHETTI Garii, B.A., B.L., 

Advocate, Bellary. 


Oral evidence. 


The Chiiirman : Mr. Ki ishnaina Chotli, yon Ijclou^ to a hnnklnp; c( m- 
ni unity, do you not ‘r 
A.— Yes. ‘ 

0 . — Have you p:ot land? 

.4. — Yes, J have aI)out .40 arres of land. 

Q . — Your (onnnnnity is on^aKed in hankinp;. Can you ttdl us air.dlunp; 
about the system of the linaiicing of agrieulture h(*ro? J tliiiJk n good deal 
of it is done in Bella iv, J.s it so? 

A. —Yes. 


Q . — Particularly for cotton ? 
A.— Yes. 


Q -What are the usual terms? 

A. — Those applying to the general money-lending hu.'ness, 

Q , — As I Understand, the merchants carry on both the mom'V-NMtbng 
and the morcaH|ttle business. They advance to the lyots for gro’.vlng their 
crops. What Cie the conditions? 

A. — Tf a man is sufficiently rich, he will take a loan bcdweeri 0 and 12 
per cent. If lie is not sufficiently rich and if the .security is only the 
produce on the land, there are some commission merchants v.ho advame 
money on the security or on the assurance that he would .supi>ly the pj’o<luco 
and they sell tlie produce and take a certain percentage of the sales as 
their commission as also the interest on the m^'nev advanced. 4'luit ;.s Iho 
usual mercantile practice here; i.e., they charge a certain commi.sraou and 
they also recover their interest. 

Q . — To what class of ryots does this apply? 

A. — The middle class lU’ot, that is the man in oid inary cji*cum,stan(‘os. 


Q . — ^Will he own about 10 to 15 acres of land? 

A. — No, much more than that. I mean one who is in no want for the 
running or his household. Of course lie can nuiintain himself. He will have 
about 40 to 50 acres. But if he is a poor man, say for instance, one 
having three or four acres of land and having no money to attend to culti- 
vation purposes, then the morcJiant of the locality, that is of tlie village 
where tue ryot iSj charges a high rate of interest. 




10 



It coines down to this. There are practically, I take it, three 
S 3 ^tem 8 , one applj^ing to the small r^’ot having iip to five acres; then a 
somewhat different system applies to the intermediate class having about 
50 acres and then we have the big ryot to whom a qnite diffei*ent system 
altogether applies p 

4.— Yes. 

Q . — Do most of the biggest rvots relv on themselves P 

4.— Yes. 

Q . — T take it that the intermediate class of ryots l>orrow from the 
merchants or coinmission agents of Belinry? 

4.— Yiis, 

0. — At M'hal rate of interest P 

4. — It will be tile ordinary rate of interest beiwetm one rupee ana one 
rupee and four annas. One rujioe is the moderate interest. 


s 


. — Twelve per cent? 


Q . — Do the ryots mortgage their land? 

A.'-^They do not ngirtgage their lands generally unless they are in 
itraitened circii instances. 


O. — They will only execute a bond? 

4.*— They usually execute a pro-note. 

Q . — The debt is advanced on the assurance that the croj)s will be sold 
through them or to them? 

A . — Throiigli them. 

. — And he gets a commission P 
. — Yes on the sales. 


. — What is the customary rate? 

Between 2 and d iiei cent. 

?. — And the loan is recovered? 

L. — Yes from the sale proceeds. The lyot gets the benefit if after 
meeting the commission and the loan with interest anything remains. 

Q . — Is it customary for each thansaotion to be complete in itself or does 
the ryot generally carry on a running account with one particular indi- 
vidual P 

A . — It goes on ns a sort of a running account. Sometimes it closes. 
Of course if there is a balance, it goes on as a running account. 

— What will the ryot do if in the meantime he wants inonc,\ ? 

“He must go to the money-lenders and borv(a\' at the same late. 

And the loan (ontinues till the harvest? 

.—Yes. 


Q . — In regard to the amount of the loan does it deueiul upon the 
property of the ryot? ^ 

4.— Yes. 


Tliat 

agent ? 

4.— Yes. 


depends 


upon the 


personal knowledge of the co7nniission 


O. -What about the utilization of the Joan? 

4. -The loan will be utilized toward.s the cultivation expenses. 

there any a^ssurance that it will be so utilized? 

. — It depends upon the man. 

Q . — The merchant does not worry about it at all? 

4. — No. He would have known the character of the man. 

reasonable to say that if he borrows Rs. 000 he may 
spepd Rs. 200 on cultivation expenses qnd the remaining Rs 100 on 
vanpus other occupations? i 

4 ^ 



— Would you say tliwt the meix'hant ooncernoti tnnkoB his tuouoy 
diieliy from the money-lending ?5ule of his hiisiness or that ho !ni\*ie8 hib 
mouey out of the commission that he is able to g^et P 

A, — 1 think the net result would In? that he is not able to save uuy- 
Uiing as a niei'chant. WViat he may be able to get as a iiierchaut a ih go 
only to meet his i>ersonal expenses and the c-oinmission that he (barges 
would go to meet the estahlishineiit charges and the other expenses of Ins 
business. It is only the interest that he will have as a net income. 

O. — It is the money-lending part of his business that pays? 

A, — Yes. 

Q . — All this is in the hope that there will be a good eropP 

.1, — Yes. 

Qi — If there is nut a good harvost? 

A . — He has to wait tor another good crop. 

y.— But, for the next year the ryot has to borrow again. Dues bo 
borrow again on the same terms? 

A.-~Yes. 

O . — How long is the money-lender prepaicd to go on doing thatp 

/I. — Until he loses conhdence in the individual borrowing. 

Q . — About the question of repayment at the time of the harvest, the 
loan is on pro-notes? 

A. — Y"es. 

Q . — If duo to the lailure of crops or any other reason a man does not 
I'Cpay in time, tlie land will lie required to be mortgaged ? 

A , — Of course if tiu* ryot is prepared to mortgage his land. 

Q . — 1 am suie if the land is not mortgageil, the merehani would iefii.so 
to advance further. Is that not so? 

A. — It is true in some cases, 

'Q , — When a debt is going to be serious, am 1 right in saying tliut it 
will generally he followed by a .slump in the value of the land itself? 

A. — Yes. 

}. — As the crops fail the debts go up? 

. — Yes, 

Q Tf he gets one good crop, ho generally j>ays off a good many loans? 
A. — Yes. 

Q . — Let us go hack a fiit. Advances are given sometimes in cash P 
A. —Yes. 




And sometimes in grain? 

. — Yes, but it is only m the villages. 

Q . — fn the case of the coinniiMMion mcichauts in the Bellary town who 
advance money> they generally advance in cash or in grain? 

A.— Cash, 

Q , — It i.s only in the villages that grain is advanced? 

A. — Yes, it is only in the villages. There they get about three to four 
times the grain that has l>©eii advanced. 

Q ,^ — the cases of the.se other merchants at Bcllary do a large number 
ol them own lands? 

A. — Some of them own lands. 

Q. — Is that the result of the ryots being unal)le to pay off tlieir loans 
and the merchants being forced to buy their lands? 

A, — I do not think it is so. There may be an exception of one oi two, 

O.-^Would you say that in Bellary land is passing to any extent out 
of the hands of the ryots to the hand.s of tlie (ommission agents.^ 

At — No, unless they are forced to purchase. When the dehtm is unable 
to pay the only alternative is for him to give his land instead incurring 
more debts by paying interest. So he generally gives up in favour of 
the creditor. 

Qt — Then there is another agency just come, that is the c*o-operath'e 
loan and sale society. Do you consider that of any paiAirular importance 
in regard to cotton and groundnut? 

4**-~*They are doing vei’y little business, infinitesimal I should say* 
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— ^The merchants and the conunis^ion ageiiU do not regard it as a 
serious rival? 

d.—No. 

Q , — Then what aliout the other tiabs, the bniali ryot in the village? He 
borrows from the money-lenders? 

d.—Yes. 

(J . — Does he l)orrow partly grain and partly cash, or does he borrow 
chiefly gruitj ? 

A . — He borrows partly grain and partly cash, but chiefly cash. 

Q — Am] pe repays? 

A. -With a high rate of interest. 

— He executes pro-notes first? 

A. — Pro-notes or bonds. 

And tbeu in conise of time it will bo converted into mortgage deed? 

A. --Yes. 

Q , — Once they get into debt by getting a loan from the village mone\- 
lendei‘ is there any esca]>e? 

.4. — I suppose theie is no other aittnnative. 'j'be cheapest course is one 
of insolvencjy. 1 tlnnk that is a bane on money-lending. Now wbc’tlicr 
it is a mortgage or a pro-note all the erc^ditons get ])ro-iata. 

Mr. M unisiVdini Natjudu : How? 

A . — ff it is witliin two years, it will be* set aside, because the other 
creditoi's will get to know ol it and will jint in a petition to set it aside. 

The Chaintuin : About the inoney-lender.s in the' villages, do they woi k 
entirely on their own (■a])ital or do tliey also borrow? 

A . — They also borrow. 

Q — From whom? 

A . — From the poo])Ie in the big towns. 

Q. — The people wlio are engaged in money-lending are also mixed up 
in trade? 

A.— Yes. 

Q . — It is chiefly the V’aisya conimnnity? 

A. — It liu.s passed from tlje X’aisyu community to .seveiul other I'eople, 
espocially to the Marwaris. 

>. — Tlio Murwuris are financing the village money-lender? 

Yes. 


Q. What is their rate of interest? 
A. — It will generally be 12 per cent. 


s 


. — That is ontirolr on personal security? 

'Yes. 

— And tliey pas.s it on to the \ i Hagers at 21 per cent? 

. — Verj' nearly 24 per cent. But tliis is only in the case of the poor 
ryots. 

Ai-e the grain loans at the same rate of jiiterest or are they at u 
higher rate of interest? 

A, — At the same rate^ of interest. 

Q . — The money-lenders mea.suie the grain? 

A. — Yes. 

Can yon tell us about the rate ol interest? Is there any tendeiiey 
for it to go either up or down, say during the lost 20 years? 

aeeount of the facilities that ‘are now offered hv 
the Imperial Bank lor trade and horrowdng purposes and then there are 
failures and other things (onneeted with them. Tlie mere inclination to 
borrow- sometimes increase.s the rate of interest but the necessity itself has 
y very little only this year Hitherto the rate of interest was only 
9 per f‘ent hut now it lias risen to 12 per cent here. 

II|) rec'ently? Is there any particul.vr reason? 
+ t-— They go on doing business to an extent which they cannot afford 

to bear and then they will have a crash and they will have to go to 

trad™”"®^' ^ account of the loseee in 
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Q. — What al>out tlio rates in tlir viilagt^P Havo thov loino down at 
alll* 

-4.“— No. In the village the rate ahvavs depends upon The rai<' in llie 

town. 

(J . — And the eo-<ij>erat ive soc ielit's have not aHeetod the rate> r 

A. — The lending l>y the co-operative societies is very little. 'llu' in- 
clehtedne>ss of the village is very higli and tlien the eo-operat i vc‘ sv)cieiu'H 
are approaehed only hy \ ery small tenants. I mean that tlu‘ loans givi n 
hy them do not exceed Hs. 5lK): l>ut that is notliing to lelieco the in- 
debtedness of the villager. 

Q . — AVould not a loan of Us. .VX) provide lor the c-ultivation expenses 
ol 25 acres of dry land r* 

A . — The point is not wludlu'r it would eoxer the actual enltivaticm 
expenses only. It should also meet the tainily expenses. Tlie villagers 
have to maintain themsehes. It will lie siitlHimit if fludi niainteinnn is 
also included in the loiin. 

Tliat is assuming that there' is nothing leit lor the lyol oui oi 
his hist crop? 

A, — Yes. * 

<J. — Is it the general idea of the condition of the ryots Inie H)at 

the whole of the last cro]) goc's to the repavrnont of (h'htsr 

.l.-~-Y’es. 

y.— For tile next year's expenses tlu*v have' entirely to heurow y 

.1.— Yes. 

JCven after paying off the crop, there is a ((msidernhlc' rlcd,; ]('ii 
unpaid]^ 

[ . — Yes. in some cases, on accsnint of tlu' iiisidfu icncy of tin* rains, 

h rom the net yield in this district they get their haiT living c\pom*\s 
even though the ryots are rieh. 1 have thirty acres of land m Mcdvinl, 

8U])posc(l to he partly wot and partly dry. 1 gel a share* of Us, IPO or 

so and thal has to meet the kist [inyahle to Government. 

Q . — Uni what is tfTat land worth? 

A . — For all ('alculation purposes it comes to ahotit Us, tO,tKX>. 

U . — Cannot you sell itP 

A. -There is insutticiencx ol water and that stands in the ay ol rais- 
ing a good crop, 

(J , — Jl you got nothing from it yon can cxisily sell it and i?i\ cst I lio 

money in the Post-office savings hank? 

A. —That would 1)0 tlie host suggestion. Hut | do not svant to pari 

wdtli it owing U> conscientious objections. 

Q . — Is there not a spring channed near it? 

A , — There is, hnt nobody goc's tlu'ie and works. 

O. — And the ryots j'ofusc to go and slay there and work tlie (haiincl,^ 
A, — Yes. 

Q — Whose business is it to clear tlie channel 

A . — It is the duty of tlic ayacut holders and they mainly depend upon 
the labouring classes. As rcgaixls the other landowners unless they gcd. 
seasonal rains they cannot do anything. 

Q . — There are no ryots then who have got lands under tlu- clianinl 
oystem P 

A.— No, 

O. — And those lands are sublet? 

A. — They are sublet by us. 

Q . — Is it the tenant’s business or is it yoni hn.sinc'ss to Imvc? the spring 
channel cleared ? 

A. — It is the tenant’s business and ours also sometimes. But unless 
we go there and work the channel it will not be of much use. 

. — They do not do that? 

— The ryots do not. 

. — There is plenty of w'uter? 

» — Yes. But sometimes it fails. Even that water has to be drawn up, 

O , — There is plenty of water at all times? 

4.-^No. Sometimes there is a failure of water alsoi 



— it i« the name water as that supplie<l by the Bcllary municipaiity ? 

L— Yes. 

Q . — But you have the prior i ^ 

doubt we have. Itut that dtK^K not inteiiere with the waU*r- 
supply to the inijiiifij)ality , Iwevause it in on the other side of the ehanuei 
that they take their supply. Kven as ivj^ards ihesc dry lands 1 do not 
think that iinless there is plenty of rain there will Ih‘ anything left tor 
the jyots. J think on<e in five years there Js good ram and eoasoquent»y 
a good crop. 

Q . — Are there very good ci'ops this veai i*' 

^ — 'fhey say it will Ih' about 00 to /() per cent. 

(J . — How w;is it last year!^ 

A . — There was very little yield, 

(J — it in SOUK- parts goo<l and in some parts l)ad i" 

A. -Yes. 

O.— Jiut geneiullv the rvots get a good crop once in five years? 

A.- Yes. 

Q . — Hut when you say there is noth ing left for t)ie ryot, is it after 
mooting the enltivation ex[>enses thei'c is nothing left lor his Jiving? 

A.-^Yes. 


U.— As to the seetl grain do they generally reserve it or do they borrow? 

A . — Of late they do not even leserve seed, that is for the ‘ast fouj* or 

five years. Of course they go in easily to the market and there purchase 

it. it is only for the last four or five ycairs that it is like that. 

Are tlie loan and sale societies distributing millet in Hagiii? 

.1.-“ No. They distiihute only c*otton. 

Q. “They are working on millets too? 

.1. -It IS only to a very small extent, 

Q , — What you have l>een saying aiiplies to the (‘astern part of it and 
not to the Kaiuirese ]):irt of it? • 

A, — No, not to the Kanarese part of it. 

Q . — 'File Kanarese paid of it is very much liettcr off? 

A. — Ye,s. 


'. — Js it a 
. — Yes. 


black cotton area? 


Mr. Ilatnerd Sulfini Marivair: Mow are 
financed ? 

A. — 'Jdiey borrow from the Marwaris. 


. — At what rate of interest? 
. — At 12 per cent. 


the smalloi' 


merchants in towns 


(J . — What is the period of the loan? 

/i.- Jt is payable within one year, especially on the Dccpavali day. 

Q. — 1)() they Jiuve any running accounts? 

/i. Yes. But sometimes they are rcpuyalde on the Deepavali day 
when the accounts are closed foi- the year. 

V* — i>o they have any bank transactions? 

A. — Very low' of them have transaetions with the bank. 

Q . — Are there big morciiants in the town here? 

A. — Yes, 


What are tiieir main husines-ses? 

A . — Money-lending and c'ojnmission agency. 


O.—Are there any sundry shops or anything of the sold? 
A. — No, there are not many sundry sliops. 


OojHda J/eao/i ; Do you think that there is a ritsh of iiroduee for 
sale in the market at the harvest season? i 

, doubt, in the case of groundnut there will be a rusli l>eeau6e 

in order to meet tlieir expenses of paving the revenue anH nike.- rhinn, 
the ryots will have to sell! But in.*ihe cV of thrXT pr^ncU & 

man?* “■ there is a heavy demand to the Oc-rern- 

laent assessment an# other duties, ^ ^ wevern- 
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‘•Wliat is the generjil experience? How do they fnnl the inoocy for 
pasrmg kist except by selling their prodiU'C? 

A . — Hitherto there Wivs not much of groundnnt trade in parts* 

Bitt now groundnut is sown in plenty. But afUu* harvest they ratinot 
it in their houses for a long time and so bring it to the market and veaody 
sell it away. Hitherto they were growing only cotton atul they used to 
boiTOW because the cotton cix>p tomes in al)otit April and May and then 
they have to borrow from the money-lender at a high rate of uUere^t. 
But now' the groundnut season has helped them very much. lHH*ause tlu*v 
get the groundnut crop at a much earlier peritnl. say in ne;'eni!>or and 
January and when they sow the groundnut crop there is no lUH'tvssity to 
borrow' so much. 

Q — What I want to kntnv is whetht'r the ryot is gt'tting a re;js(vnal)ie 
return by selling the protluce like groundnut or coHon intmedintcl\ all^ r 
liarvest. 

A.— Yes. 

Q . — Is he able to find a grnid market? 

A .—Yes. 

Q , — And you do not find any scarcity afterwards and consoquently a 
rise in the price? 

.1 — Yes. 

Q — Tliut also you liave cxporimu ed ? 

A . — ^Yes. 

Q — What is the proportion of the land coming under coniijun cial crops 
as compared w'itli the land for growing food grains in tlu'se pa it s'-" 

.4. — T have no personal experiem^e mystdf hnt 1 am told that Il.(' major 
portion is utuler the commercial crops such as groundnut especially and 
not under food grains. 

0. — You told in answer to a ((uestion from the ('halrman that the largcn* 
landholder is able to keep ba(‘k his oroduco without much fmancisd b(‘lp 
from outside and it is only the smallcM* ryots that sidl immediali'lv afuu' 
the harvest ? 

.4.— Excent in the case of the food grains, even the larg(‘r landholders 
sell aw'ay the <‘Oinmei(‘ial crops immediately after harvoat. 

Q. — Do you then find a steady price ruling in the marked for iln‘se 
products or do you find that the price is low' soon aftei' (he harv(‘st is 
over with a rise in the prieo later on? 

A , — It all depends on the foreign market, for cotton ami groundnut, 

especially so for groundnut. 

Q . — To some extent it depends on the agencies that (*xist for holdings 

the produce against a better market. Ts it not? 

A.— Yen. 

Q . — What T want to know is wdiether the peoph* who raise' (hose crops 
are aide to hold it on and eibtain a reasemable [nice throughout tlu' agii- 
cultural season? 

A. — Few' of the rvots d<f like that. Rut the majority leiing i‘ to the 
market and there sell it. Rnt those who have' ge>t faei lilies in ihe* lainks 
go on storing groundnut. Rut it is only veiv fenv who do se> and have ge>f 
some credit wdth the banks like the Imperial Rank. Otherwise it is imt 
the practice for them to store. 

Q . — Can vou tell me wdiat are the financial agencies tliat aelvame inom*y 
on the stock for holding back the sale of the produce till a lave)Urah(e 
market is obtained? 

A. — It is only the Imperial Bank. 

Q . — Are there any other agencies? 

A. —No. 

Q . — Are there no private jnoney-lenders who attend to this? 

A. — They do to a very little extent. 

Q . — Is there any branch of a joint-sto( k ha uk Iiei eP 

A . — There is none. 

% 

Q , — So that sort of financing is mostly done by the Imperial Bank? 

4 1 — Yes, 
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Q , — ^Do you think that if public warehouse« an# brought into esasienco, 
it would afford facilities for these j)eoj>le to keep the goods and obtain a 
better price? 

.4. — ^^eally that would he very useful. 

Xhen the question will he which are the agencies that will have to 
he entrusU^d with the work and respousiliility of running these warehouses^ 

4 — Iiave loaii and sale societic^s. Of course they have to obtain 
'Sanction from the co-oj>erative bank at Hospet which will require some 
time. To stock it they recpiire godowns. That will make them Itcsitate 
in regard to starting this. Of c'Oiirse there will be delay in jjayfiicmt to 
the ryots and the agency is in itself in an initial stage. 

Q . — You mean that at iiresent to some extent it is being done by the 
loan and sab* society? 

A . — Yes to a very slight c^xtent, 

Q.- -Tbcne is one* in lb*llarv too? 

4 ^.- Yes, That is rest rietcMl only to the nu*mber.s of the co-operativo 
jiocicties. 

Q — Apart from ilie loan and sale society can yon think of any other 
ageiK'V to which the* Ava r‘<*housc* system could be entrusted ? This forms 
jnvrt of oui’ c*iH|iiir>' to find out tlie agencies for running warehouses. 

4 — A separate agency has to lie started, T suppose 

Q. — v\re there any decorticating mills for groundnut? 

4 — Yes, there are several. 

Q — YOU think such agemeit's eould he enti listed with the work of 
ninniiig or supervising the wareliouses? 

A .—Yes. 

Q. — Are there mills or refineries here? 

A. — No. Except deeortientors and cotton gins T do not think that 

there are any. 

().— T)o you think it <*oiild lx* done by private licensing system? 

A . — 1 tiiink so. 

0 . — The railwaA’ eomj)nni(‘s c*an also afford fa<llities for wa rehou.si ng ? 

A. —Yes. 

Q . — Yon told the C’liairnian that tlie commission agents or clalals as 
they are called in the^e parts do the* oiieralions of sc'lliug the produce? 

A.— Yes. 

C?.— Do you find that by s<*lling their produfv' ilii’ough the jalals the 
producers are able to get their full share* of the jirice? 

A . — AVs. 

O.— 8o you think that these dalals are an essential element of the 
mai'Kot ? 

A . — they arc* an essential eleni(‘nt of the maiket. 

Q~~\(n\ do not think that in any Avay the operations of the dalals arc 
f)/ ejudic'ial to the interest of the prodii(*ors? 

4 — 1 (](, nol think tliey arc* prejudic'ial, because tliey advaneo for that 
p?f>du(‘(^ as soon as they get it anc) when tlie lAot Avants to se’l it tliey 
sell it. Of couise it is left to the discretion of the ryot to sell it AA^heri 
h© pleases. 

(?.— What is yoiir experience witli regard to the organization of the 
(‘otton market? Do the loan and sale societies attend to the sale of cot- 
ton or i.s tliere any other agency or organization thiongh vliioJi cottan 
IS .sold ? 

.1.— There is no oiganization other than the loan and sale society. 

Q . — Do you know anything about the cotton market in Berar?^ 

.4.— T do not know. »eiar. 

^ MuHani.s and MaiAvaris Avho finance the internal 

trade ? 

.4. -The wliole town mainly depends upon the IVfarwaris for the internal 
trade. 

Q , — Is there a large number of them? 

A, — Yes, 
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O^What is the at which they hiiance the ordinary trader or the 

producer ? 

A , — 1 have ah-eady told you that it is hotvvtK>n 12 i»er tTut aiui lo i>oi 
cent. 

Q . — Do they transmit money Irom one pUu'o to another by means of 
discounting hundis? 

A . — It is only in the ease of hig towns like Hombay, Madras or C'ud- 
dapah where they have got their own agencies that they disc^ouiU the bills* 

Q. — Ik that !nei*ely in the case of the import trade or doc's ii aj^ply to 
the case of articles sent ovit from here? 

.1. — For both. 

— Is there much trade done with Bombay and Madias hy sending out 
ic'e from here and drawing hills on those cent revs? 

A . — To a very little extent it is being done. 


O. — What are the chief article's of export from this town? 

A. — C’ottoii and cotton seed to a very little extent,, because the major 
poition is paid for hero only hy tlu^ foreign mej'cdiants. p'or instance, 
lially liras,, and other firms pay the money liere. 

O. — So tlie exporters come and buy on the spot P 
A. — Yes. 


Q. — We are talking about cotton and groundnut. But apart from tluvse 
there must he smaller articles eithei’ in the form of mannl act in csl articles 
or agricultural prodiu*e being sent out f)*om here? 

.1 . — ^\‘ry little is exported. 

0 . — T suppose this is a place notcul for making bhmlu'ts and (umblies? 
A. — Yes. 


Q . — Do they export much of it from here? 

A. — Not much. 

Q . — How do thev get tlieir articles of import? J)o tiH'v ged them fioin 
Mad] ras or from Bombay.^ 

.4. — From both places. 

Q . — Is it done through their (commission agents in those olacc's or do 
their agents go to Bombay, and Madras and tlnu-e make the ])nrchaseP 
A , — They go to Bombay or Madras and make the purchase*. 

— How do they pay for those goods? 

-They will have some {x>ininis.sion agent there. 

Q , — Do you mean these merchants? 

A. — Yes. They will have some commission agent in lloinhny win. ivill 
give them some credit. 

Q . — Are tliey Multanis and Marwaris? 

A. — They are Marwaris. 


Q. — You think that the rate* charged hv the Maraaris i.s b(;twcr*n 12 
and 15 per cent? 

A. — Y^es, locally. 

Q . — That applies for the financing of trade also? When timy advance 
money for trade purposes, they charge the same 'rate 1 suppose. 

A. — Of course they charge the same rate here. But when the purchase 
is made in Bombay, the.y charge generally from 9 to 12 pen- cent, because 
about 2 per cent commission. 

Q, — That is the commission agent? 

A.— Yes. 

. — He charges 0 to 12 per cent? 

.—Yes. 

Q. — So the local Marwaris are not lending foi- the purpose of juHxbar- 
ing in Bombay or in Madras? 

A.— No. 

Q . — Do you think that the opening of the branches of the joint-steak 
banks either through Government help or independently would cav> down 
rate of interest? Would it not to some exlent l>e more i»s<Aul to the 
traders here ? 

A. — Surely it will V)e of immense help. 


11 
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Q^—Do you find any competition between the oe-opcrative aocietw and 
the other money-lending institutions here? 

A . — ^There is not much competition. 

Q . — In the matter of hringing down the inter^t? 

A , — ^There is not much of it because the individuals who Ikhtow from 
the co-operative societies are quite different from the merchants who are 
.|M>t in favotir of getting from the co-operative societies. 

Mr" Thomas: T suppose you are acquainted with the cotton Inisincss? 
know about cotton business to a very limite<l extent. 

Q . — With what other lines of business are you in touch 

— Qf course 1 am aware of all the business. Pei^onally 1 have no 
business in cotton or any other. But 1 know some of the merchanfs. 

J . — Perhaps inoiiev-lending is best known to you? 

.—Yes. 

Q — I should like to know if there is any relation between the ryot and 
the money-lender in regard to the supply of seetls? 

A . — Of course, the money-lender doc^s not supply the seed hero. 

0 . — Who supplies it, then? 

A . — It is purchased in the market. 

— In the villages, too? 

-The money-lender .supplies it. 

i4.— Is it true that in the villages the money-lenders who sffpply seed 
get 50 per cent more at the time of repayment? 

A : — It is .sometimes true. But the money-lenders get even more, say 
three or four times the grain that was supplied. 


Q . — Is it compulsory that the ryot should sell the produce only to the 
money-lender who lent him money? 

A . — There is no such compulsion except when grain has been lent, and 
If the r>'ot has to pay during that season he has to pay the full produce. 

O . — It has to he paid in produce? 

A. — Yes, fi’oin the actual produce on liis land. 


Q , — And not the amount? 

A. — Unless he has taken the loan on interest, the ryot Iia.s to pay in 
flttKiueo. 

Q . — Generally the contract entered into l)etwe©n the ryot and the 
money-lender is to the effect that the produce should be given to tlie 
money-lender. Is it not .so.^ 

A. — Yes. It i.s held in the name of the ryot by the merchant and then 
it is .sold and credited to the ryot. 

0. — So it amounts to a compulsion practically? 

4 . — It is not a c*oinpulsion. 

S . — Would it be sufficient if he sells the prodiue and gives the monev 
le dalal? 

4 .—Sometimes this is also done. But since the ryot has got faith in 
the money-lender he will allow him to sell in the oi>en market and pay liim 
the balance after deducting the loan amount and the interest the money- 
lender is entitled to. 


Q , — In the largest nmnlier of cases the jiixiduce goes to the money- 
lender P 

4.— Oenerally the money-lender is entrusted with the produce. This 
is only in the villages. 


Q , — Wliat about the practice in the towns? 

^ i.— Unl^ there is a contriwt to that effect, the produce would not 
be deposited with the money-lender. It all depends upon wlieth^r the 
money is advanced by the money-lender for getting the goods into his 
custody or not. 


Q . — A large numl^r of transactions in the 
giving of produce to the money-lenders? 

4.— No. 


town do not involve the 
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Q . — They are paid iu money? 

except in the casie of the conunibbion aj^eut. 

Q , — I do not speak of the money-lender alone. What docs the lemime- 
sion agent do? 

A. — He gets the crop. 

— Then that is really coiiipulsoiy' ? 

-Yes, because they have to get tlieir commission. 

Q , — That is an important point because I find that iu certain n-poiU' 
published by the Indian Central Cotton Committee, it is not s*: siateil. 
Generally the pix>du(;e is not sold in the open market P ^ 

A. — No. Generally money is advanced for the purposes of ci.ltivatMm 
and when the season comes they have to send all tlieir pixaluce to (be 
commission agents. 

Q . — Can you tell mo the total charges that have to he paid by the 
producer on the produce he gives to the dalulP What is the winnKssion 
that he has to payp 

A, — Between 2 and S per cent. 

Q , — I find that according to the report of our investigator that it is 
six pies i>er rupee. Is that correct? 

A. — Yes, it cronies to 3 per cc*nt. Generally it is ;J per rtMit, !uU if lluie 
is competition lietween two traders then it conies down to 2 per cent. 

Q . — 1 think you said in reply to Mr. Gopala Meiion that daials are 
necessary P 

A . — They are quite uecessaiy lK.Hausc they advance uioiiey and aauit 
a favourable luarkot, 

Q , — Js it not possible to reduie their iiiHuenccr hv putting thv* producti 
to auction as is clone in ‘ regular’ markets iu Hcrai and in other plmcsP 

A . — If the market is iiiiiavourahlo what is tlu^ use of itP If there* 
is any wai'ehouse as iiiy friend suggested wherein they (‘ould deposit their 
produce and get an advance and thus wait for a favourable market lor 
them to sell their iiroducc, it would he very well. 

Q. — Those who have warehouses could hid at the auctions r.nd a aJU- 
aonable price will he fixed upp 

A. — Yes. 

Q. — That is being clone in certain places with regard to rublKU and tea 
and in Berar in regard to cotton. That would he a lietter urrangemeid.iii 
is it iiotP 

A . — It would he, hut it all depends upon the favourableness of the market 
I do not quite follow' what the function of the w urehouso that was referml 
to is. Is it to he a piirchasiiig or a stocking firinP 1 am speaking oi 
it in the sense that it would receive the goods from ilio ryots, advame 
moneys to them and enable them to wait for a favouralile market. 

Q , — Will it not he Ix'tter to adopt the ‘ regular market ’ .system wheue- 
by the whole stock will be put to auction iu open market, the clijlal 
booming a regular broker looking after the interosts of the seller P 

A.— Yes. 

— ^Would it be a better thing to adopt? 

. — It is being done now' like that. 

O. — Is cotton being auctioned? 

A. — The merchants meet and fix the price. 

Q , — ^But that is not the w^ay in a ‘ regular ’ market. But anyway, an 
improvement is quite necessary, is it not? m 

A, — ^Yes. 

. — ^To what caste do the principal money-lenders of this town bciorig.^ 

. — ^Tho Marwaris are now the principal money-lenders. 

Q , — You spoke of the rate of interest going up. Whnt is the ca«i>e of 
that rise? 

A . — is due to the several lo.sses and failurc.s in trade. 

Q. — ^Wliat do you mean by the failures? Has there been recently any 
big failures? 

A. — There is now a panic in Bellary. 





Q , — What is the eausti of that? ^ . 

^ — Xhe cauMJ of it is some people Iwgin to do husiness iK-yoiid their 
iiieuna b©eauw 3 there is the financing element in the market. They 
up the grain, borrow money from the luoney-Iendcrs or the Imperial Hank 
ll^nd then towards the end find themselves faced wiUi a huge loss# 


" * _Wri,om do you refer to as ‘they’? Are they the merchants? 

— Yes. ConstHpiently, in order to meet their losses they have to 

Ubryj w M a very high rate ol interest. 


the panic 
il. — Yes. 


referred to due to the nuslake ol the merchants? 


the money-lcTKlci.s are demanding a high rate of interest? 
^ A. — Yes. 


there recently Ijeen 
^ — About half a dozen. 


a good many lailures liere? 


" what caste do those meicliants belong? 

y belong to all castes. Some are Muhammadans .some are V'aisyas 

alm^sdiiie are Liiigayats. 


4^.--\Vhttt clas.s of firms liuve lulled? 
.4,— ^Tho commission agents. 


(^.-TT^ot tlie Marwari money-lending firin.s? 

/l.~^he Mai wari luom'v-lenclers will not fail. 'J'hey might Ijik loser.s but 
ifOy will never tail. 


. (^>.~If I remember right you jirst now spoke of the money-lenders 

spoke only of the iiicrcased rate of interest charged by the mone>- 
iiut ' it is the merchants^ some of whom liave failed in their 

iiisiness. 




Not 

No. 


nioney-londers ? 


Q . — Have the Manvaris and other merchants j'ocently increasoil their 
rates ? 

^ wl^^V'ery recently they have made an agreement not to lend at less 
man 12 per cent. 

(i>#-<"ould not the ImiHjrjul Hank influence their rate? 

^ V . 

y. — I think >ou said in reply to ilie Chairman that your outturn from 
the liolding of ^ acres is an insignificant sum? 

A. — Ycb. 

(yiir-By investigations in this district it has been iouiul that the 
average net yield jier acre is about Rs. 15? 

A . — Jt is not true. I do not think it is correct. If it is Rs. 15 per 
^cro 1 do not think that there will ho any indebteniness at all in the 
district. 


Q, 1 ''ill just give you an idea of the investigation conducted iii a 
tj^articular \iliage lor a holding of about five acres, of which three acres 
cultivated with groundnut and the remainder with cholam. Frewn 
gr^ndimts the ryot re<*eived IK) maunds and from cholam ten kadagas and 
talfc he got uhout Rs. 165 from five acres. The cultivation expenses came 
to 87 and the taxes to Rs. 6, the total coming to Rs. 93. Is that not 
typical reasonable? 

pickCup'^^ft very Sd field.^ 'uveatigator must hftve 


().— What is the lease amount in this district for 
^A . — It ranges between Rs. 3 and Rs. 7. 


an acre of dry land? 


Wbnid it be right to put it l>©tween Rs. 5 and Rs 10? 
A.— I might say between Rs. 3 and Rs. 7. 



— Surely if what you told us about your own hoUHn|;s N%are tjiw> of 
oUior holdings us well it would not Iw possible for tho tonauts to give 
H». 6 to Rs. 10 per acre? 

4.— Yes, it is not possible. They can pay Rs. Il to Hs. 0 per aerr. 
Only in oxreptional eases when the lands are close to the village jiud aliens 
they liave l>een munureil properly and the season is fair is it possible to pay 
Rs. 10 per acre. 

Q . — How can the tenant afford to pay R.s. 5 to Rs. lU unless gruar'* 
yield is higher than that? 

A. — The gross yield i>cr acre in a guoil seiison will be from Us. ''16 tf# 
Rs. 20. Sometimes if the groundnut is sown there will Ik) higher >ioId, 
and tho market pri<*c goes uj) ; then his income will In’* greater. 

Q. — After paying cultivation expensOvS, will there lie a net prolit df 
Rs. 15 per acre? 

.4. — If it is purely cultivation expenses. 

Q , — Do many lyots cultivate greuiidnut? 

A. — They have begun to grow' groundnut only recently. In 
years they grow' cotton and cholani. ^ \ 

Q. — Have you studied the cunibli industiy of this place? Do you fui3 
the industry at present decaying.® 

.1. — I have not studied it s[>ociully, hut 1 think it is (i(‘ca>iug, but 
1 have no exiu‘t idea. Hitherto it was mostly exporl<Hl to (Vylou, but 
now I liear that the quantity exported is very little. ,♦ 

Q . — T fin?h according to a Government report that svippiie.s are nuwi 
sent to other parts of India like Madras, Nilgiri.s, to the Tea ill 

Assam, etc. Have you any information about it? 

A . — I have no idea. . ^ 

j\lr. Munisirani} yaUhi : Who is the person who lends money for 
ryots’ necessities? 

A. — It is the local hanker. 

Q . — What caste does he lielong to? 

A . — Generally the Vaisya niercliant or in his ahsenco the lU^ddis. •Ha 
tho Kapils in tho eu'jtern part ami ■•.omo Liiinuyuts in tlio woslcrn part. 


these Vaisyas also own land in tlie village? 

t 


To a very little extent. They are merely hunkers. 

But the Reddis and Kapus ow'ii land? 

Yes. 


Q , — And some of them aie landless also? . 

A. — Yes. 

Q . — Do you find the Multanis and the Marwaris taking a part in financ- 
agricultural credit in your district? • 

A, — No, not at least in tho villages. They arc found only iji the pripeW 
pal towns. 

Q . — Have co-operative societies Ix'on .started in the distrt't? 

A , — There are several in existence and many arc being started, 

, — Are you connected with the co-operative movement? 

— Yes. 

Q . — In what capacity? 

A . — I W'as secretary of the hxal liank and also secretary of the ICfeal 
union for some time and I am now the president of the co-oper.itive building 
society. 

. Q» — What generally are the rates of interest charged by these Vaisyat 
and other money-lenders in the villages? 

A. — From 12 to 15 per cent. 

0. — Is mortgage of land freely resorted to for loans advanced? 

A. — ^Yes. 

Q. — ^What do you think is the proportion of mortgage deeds ps agaiiuif 
pro-note debts in an ordinaiy’ village? 

A. — Most loans are oti mortgages. 



— Are tbere any btipulations regarding penal intere&t if tlie am6Unt 
in not repaid in a particular time? 

A , — Generally no. In exceptional?* comjs the penalty clau^^e h put in 
and that ia only just to induce the l>orrower to repay qiiick*^r and at the 
I, agreed time. 

Q . — What is the general tendency for a man who contracts a loan ? Is 
his tendency to repay it a.s quickly as possible and prevent increasing 
indebtedness or othei'wise? 

— Certainly to repay a.s quickly as possible. 

^ Q , — Bo do you think that generally the ryot can repay all his loans? 

A . — Yes, it the rains are sufficient. 


i 


His debts are not iKjyond his capacity to repay 
.—No. 


Q , — Do you think these rates of lo to 24 per cent iiitei'est Oi>crute 
heavily with regard to tlie repaying capacity of the lyorrowing ryot? 

' — Twelve to 15 per cent is not much, but 24 per cent seems to bo 

verj’ lieavy. 

tliere any iliiiereiice as regards .short-term loans as distinguished 
from loans lor long teriii.s taken with a view to clear existing prior debts? 

A.— No. 

— Do you think in the ordinary villages in liellary, leaving apart 
the towns, there is sufficient capital with the money-lenders and the 
« Taisyas to finance tlie general needs of the local agriculturists? 

A.— No. 

Q . — Then do you suggest tliat tiie villagers go to borrow' iroia others 
than the local sowcars? 

A.— Surely. 

Q . — is it that the villagers themselves go or the sowcais who finance 
thorn go and get from otlier sowcar.s in the towns? 

A. — It is the sowcars who go and get the money. 

Q. — Has the .sowcar facilities for tied it to finance hi in for the pvrpo.ses 
of lending in the villages? 

A. — There is not much credit facility, that is the difficulty. 

Q. — Is there co-operation between the local sowxars and the priiKu'pal 
financiers in the towns? 

A.~^>nly to a very limited extent. 

0 — At what rate do these village financiers borrow in the towns? 

A. — If they borrow at 12 iier c-eiit they lend it at 18 per cent. I'liey 
keep a margin of four to eight annas. 

Q , — Do you consider these sowcars as harsh or do they serve any useful 
purpose in the village economy? 

A. — They are not so hard its is generally thought. 

Q. — Is there a demand in the villages to have some otJier kind of agency 
to financ'e them than the sowcar or the Vaisya merchants or monev lenders? 

A. — There is no demand and none do exist, 

X'-'-'What about repayment of loaas? Are lands passing into the hands 
of peijsons >vho lend money or are the loans being repaid. What is the 
Tjje^eral tendency duidng the last ten years? 

» A.— In some instances the lands might have passed into the hands of 
the leitgers. But the banker is not anxious to go in for land. Wbaf he 
wants only is interest in cash. 




•You are a vakil also? 
.—Yes. 


‘>sperie«ce of court sales? Have lands been 

Bold for low prices? 

A.— Generally the prices obtained are low and inadequate. 
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C . — ^Wbat do you think is the reason? 

A . — The reason is tliat the coui-t sales are held Ucfoi'e the court and 
away from the site of the lands ahd from tlie village. The ryots who 
want to bid have to incur so much of expense in going to the court and 
bid at the auction. If tlie sales are held in the village wheie the lands are 
situated then the prices obtained will be fair. 

Q , — You told us that co-operative societies are increasing. Wlml is 
the rate at which tliey lend to the iij'ot? 

A , — ^Between 8 and 9 per cent. 

0. — Is not repayment to bo made punctually onc'e in a year? 

A, — ^Yes, at the time of the harvest, once in a year. 

Q, — ^Whnt has l>een your experience regarding i*epayments? Have fhcy 
been punctual and ai'e there much overduesT 

A, — ^There are large ovenlues, hut it is mainly due to inoffiriont manage, 
ment and inexperience of the officials. 

Q. — Have the seasons also contributed in any way towards the over- 
dues P 

A, — T do not think that bad seasons have oontrihuted in any way 
because the loan amounts aie very small. In my opinion the contributory 
thing is inefficient management. 

Q. — If the exe<mtive of the smdety are very vigiloni and do tlieir duty 
efficiently you do not expect any overdues? 

A . — T do not expect a i)ie of overdues. 

Q. — In cases where co-operative so<Meties exist has there been a ten- 
dency for the rates charged by them to come down? 

A. — No. The co-operative societies lend only small sums and 

their loans are small compared with the indebtedness of the villager 

Q. — So you say that if a ryot is indebted, only for a very small amount 
he is able to got credit for from the co-operative sooiotv and for the balance 
he has to dei>end on the village money-lender? AVbat remedy do yon 
suggest ? 

A. — Yes. My remedy i.s that larger loans ought to bo given if tliere 
is good security. 

Q — What is the niaxinuim Iwrowing powder ^ for an individn.vl here? 

A . — About Its. 500 in this district, or eiglft times the paid-up share 
capital, 

Q. — You told us that in spite of the co-operative societies tlie rates of 
interest charged by the money-lenders are the same as before. CJould you 
suggest any method by which the rate of interest could 1 h‘ brought low^er? 

A . — T think land mortgage hanks can he started in a central place in 
each district. 

Q . — Do you suggest that the maximum borrowing ])ow’er in the case 
of a co-operative society he raised or left as it is? 

A. — It can be left as it is in the villages with a separate srhenm for 
urban areas. 

Q . — So far as the ordinary co-operative society is conccrmHl you do 
not advocate an increase in the liorrowdiig power of the meml>^rs? 

A. — It might be increased to Rs. 2,000 or R». 3.000, Tn bigger ccntrcR 
the borrowing power may even be fixed at Rs. 5,000. 

Do you advocate the opening of land mortgage hanks? ^ 

A.— Yes.* 

Q , — How will it help tJie ryot? 

A . — He could borrow upon the security of land and at a lower rate 
of interest, repayable in small instalments over a long period of years. 

Q. — ^You say that Bellar>" is one of those regions where you do not 
have sufficient rainfall and a larger proportion of had years s*iccec*d gwal 
years. In such circumstances how can you expect punctual repayments? 

A , — Even in bad years the loans could he repaid punctually. Now' the 
takavi loans are being repaid regularly and similarly the loan instalments 
of the land mortgage banks can be repaid punctually and regularly, “ 



— Do not t]>€ co-operative wKjiety charge a |>enal rate of interest if 
tha amount is not repaid on the due date? 

X, — Yes. They charge 12^ I>er <%nt interest. 

— I>o the village money-lenders wait for good seasons to collet t the 
loans advanced in bad years? 

X , — They do their l>ost to collect the amount during that year it.wf. 

— Do they charge any penal interest? 

A . — Generally no. 

— What will you consider to l>o an ordinary economic holding, i.e., 
a holding which will enable a cultivator to live with his family wnh some 
flegree of comfort ? 

A . — About ten acres of dry land. 

M r. Tliomnn'. What will be its annua) income? 

A , — About Rs. 120. 

il/r. ^funi)<^ran^i NaidiL: In an ordinary village how many out of 100 
persons w’ill have more than or as much as 10 acres of land ? 

A, — About 50 per cent. 

— ^What do 3 ’ou cfjnsider to he the average indebtedness of these 

tenants? 

^ On the average about Hs, 100. 

Q . — Do people take to the extravagant habit of spending money on 
marriages P 

A. — I do not think so. 

Q , — You referred to insolvency ])ro<‘cedings. Ts it being largely resort- 
etl to in the villages? 

A.^Yes, by the villagers nowadays. 

Is it a gi’ow'ing evil now or lias it been in existence for a tiiiiniior 
of yews? 

A . — It is onlj’ grow'ing now. 

Q , — Is it that tliey are not able to repay tlie loans or is it due to a 
mischievous intention to defraud others? 

.1. — It is not due to a ;nischievous intention to defraud r*thors hut in- 
ability to repay the loans, 

Q. — You told us that j)Oople do not indulge in extravagant luxuries 
and expenditure on marriages, etc. You told us that the avovMge lioldiug 
of ten acres w’tll normally supj^ort an agriculturist’s family. You told m 
aloo that his debt is only Rs, 100 on the average and that he is capal^ 
of repaying it. Then liow is it that ins()lvencies have become more 
frequent? 

A. — The ordinai'V rvot keeping to his o<‘cui)ation does not resort to 
insolvency. It is only those who take to speculative trading that do dcx-iaie 
insolvencj'. 

0.— Do peonie take to ;mnrovement.K of land by sinking wells? 

A. — There is not much of well cultivation here. If the (Government 
leads the way by f^iving exoert advi(*e and conducting experiment.s in 
and so on then well cultivation (*an he increased to a groat c,xtcnt. 

Q , — la there scope for digging wells here? 

A. — There is much 8coi>e for digging wells in Hagari borders a^i well as 
in Rayadrug taluk. 

Chair}nan : You are having ex[X'rimental survey of water-supply 
underground in this district. Have you come in personal touch with any 
such experiment ? 

A. — 1 liave seen oxi>eri mental liorings made. 

^ — Is the abater obtained sufficient? 

•J do not think it is sufficient for cultivation purposes. 

Q . — ^Are there any other improvements which the agriculturisia take 
to in respect of thmr lands of a capita) natui’e? 

A.— In this taluk practically nil. But on the banks of the Hagart 
V^er the ryots dig w^ells and carry on cultivation. 
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Q , — So tilers is not xnacit scop«» for Land Improvwnent Loans Act hara 
A|iart from digging welky 

A , — ^Tbere is not much 5co|>©. 

— Do people cultivate their own land here generally or do they lease 
tli^r land out for cultivation by others? 

A , — They cultivate their oa*n lands except the inain lands belonging 
to the Brahmans which are generally leased out to others for cultivation. 

Q . — Ts there migration of lalmur from this district? 

A. — There was just some two years ago, hut now there is not mucli. 

Mr. Thomas: Where do they go to? 

.4. — Thev went to Assam Tea Estates. Theie was one depot here also 
hut it is closed now. 

Mr. Mufiiswami Xauinfu : which is the sort of people who migrate? la 
it the landless lal>onrers or those a’ho oa’ne<l land fonnerly but who have not 
got lands now? 

.1. — It is the landless the ivoor laiwurers. 

Q . — In the villages are there any other hy-industries to enable the 
agriculturists to supplement their income? 

.4. — Except weaving and spinning I do not think there are any," 

^ — What almut the euinhli industry? 

.4. — Only in some parts of Rayadrng and Harpanahalli taluks, alao in 
some parts near Kudithani. 

0. — Do you know hoa’ the proflueo is marketed and the facilities for 
tiiarketiug ? 

A. — There is no facility cxcejit that eac'h individual has his own nier- 
<hant to whom the prcKluce is taken. 

Q . — Ts it the case that the merchant from the town goes to tho culti- 
vator to buy the produce or that the cultivator goes and sells it to tho 
merchant ? 

A. — If the ryot is a very |><K>r man he sells his ])roduee loi^ally or if the 
ryot has got more piTKhu't' he takes it to the town and sells it. 

Q . — So there are two wavs? 

Yes.. 

Q . — Do you think that there is csope for co-operative societies which 
will deal with the produce of thcM^ poor ryots, gather and kcII it at the 
lK>st market? 

A . — T think that co-operative s<K'ieties efficiently iuanag<Hl an 1 with n 
lK*tt<»r organ iRation can help the ryot a good deaf. 

Q . — Ts the pr€*sent financing done hy co-operative societies adequate? 

.4, — Some facilities ai'C granted hut not enough. 

Q , — The Imperial Bank had l>een giving overdraft to the cfuitrnl hanks. 
There has rec<»ntly l>een a change. Are you aware of that change? Do 
you consider that change a hardship? 

A. — Really it i.s a hardship. If they do not give cre<lii to the society 
.^r the hank, then it is a hardship. Ready money is what is A'anted. 

g . — What is it that the Iiiifu^rial Bank wants now? 

A They want some security. 

Q. — Do you find that the village Reddis arc the infiuentiai people tak- 
ing part in the eo-o[>erative societies in places where . they are started? 

A. — In some eases it is so. 

g.-'Tk> they deposit also in the t*o-oi>erative societies? 

A. — 8o far as T am aware the deposits are being taken in the tow#' 
hank. 

— Not in rural societies? 

L — No. The system has not advanced much and gf>ofI faith has not 
yet been created. 

Q. — Now, suppcM a land mortgage hank is started here. Do you think 
that sufficient capital will flow in by way of deheninreaP 

A . — Surely it will flow in if there is Ooverninent gnarantae. ^ 

12 ' 



0.— “What Ik the guarantee that you expect of the GovermoentP 

A. — ^Tho Government should guarantee the repayment of the loan or 
the payment of the interest, 

O.-— I think the Gov'ernment recently undertook to give a guarantee 
of 6 per cent interest on all debentures taken within a period of five 
years to help as much as possible the capital to flow in. Do you think 
with that giiurantiM^ a sufficient amount will flow in from a district like 
yoursP 
il.— Yes. 

— For 0 per cent interest? 

L— Yes. 

<?,— Do you contemplate the possibility of the elimination of the vil- 
lage capitalists, the Vaisyas and the landlords in course of tijue hy the 
number of co-operative societies l>eing increased and the land mortgage 
bank coming into existence? 

A . — Surely they will be afftsted to a very great extent. 

Mr. Thomnf( : Is it in the interests of the community that yon should 
rexluce the nuTnlK*r o) the ifidigenons money-lenders? 

Yes. 

— Is it not ratlnu' hotter to leave them alone and make them more 
serviceable to the community? 

A . — They will surely he serviceable to tlie cominuniiy in cases of need 
hy making use of their capital for some other purposes. 

Mr, Mvnisiratin N(Jint(hi : The monev-lending classes are mostly Vaisvas? 

^.-^Ycs. 

Q . — Do you think they will sidijecd tlieinselves to any sort of control 
hy the Government in return for any help that the Government may ofl'er 
tliem? Do yon think that they would like l>eing register<*d as money- 
lenders and subjected to (leriodical inspections? 

A. — Oh, yes. 

-They would wel(*ome a proposal of this .suit? 

A.- -Yes. 

Mr. Thomas: Do you speak also for the Marwaii money-lenders in this 
matter ? 

A. — Yes. .\ll will agree jirovided the scheme is successfully worked. 

Mr. Mvnisivami Nayadu : With regard to the recovery of loans by the 
private money-lenders, have yon any suggestions to make for the easy 
recovery of the loans? Do you not think tliat the present syster: of 
recovery is retarding their enthusiasm to lend money? 

4. --.As a vakil 1 must say that they are emhnrrassod to a \erv groat 
extent on account of tlie Insolvency Act. 

0. — But does it take a long time to recover the delit through courts? 

A . — If the debt is on pro-notes and bonds, it does not roquivo much 
time. If it is on mortgage bonds, it is a very tortuous procedure and 
it will take a long time, even a number of vears before anything could l>e 
had. . . ^ 

Q.'-Bni have you any suggestions to simplify the procedure and to 
make it possible for the money-lender to recover quickly? 

A , — I do not think I have got any suggestions to make. It all depends 
upon the men themselves. In some cases they are able to* recover quickly. 

Mr. Thomas: From your experience can you tell us what proportion 
i"©! the mortgages result in sale of lands 

A. I think it is only in a very few eaae.s. Generally the debtor navs 
up. . I . 

Q , — So there is no necessity to go to court in many cases? 

4. —They go to court. But it is only about 2 to 3 per cent that go to 
court. 




—In the other cases? 

-The majority of the ryots pay up their debts. 
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O.— Ih there a tendency ior the hmcls to pass Iroia tlie ryot^ to the 
piolessionat such ‘ as the lawyei-s, the leachei's and others who 

live in towns:- 

.1.— No such idea exists m their iiiituls. Tliey liave no uuud to nisLpuvo 
the lands. 


Q . — Do the luoney-lcnders picler to have iitoney or to lia\e the laudP 
A , — They prefer to have Huid money. 

— 'I'hey would rather not have the land and make somelKKiy eUe Im v 
iti" 

*i. — Yes. I’he inoney-ieiider wants to l>e rich by means ol iomUiig 
money, and so lie wants Huid money xvitli liim. 

Q, — Y^ou w ere speaking ol laxity in eolKviiim in ilie t'o-i»i>ei at i re stw ie- 

ties. Is it more the cast' with long-term loans iliun with the sboi t-ierm 

loans r" 

.1 'riu tiue>tioii i^ nut one ol long-term or dioi t-lei iii loan>. The vol- 
lectioihs ai*e not \igilantly made. The teiidency ol tlie treasui oi', the 
secretary and the president wouUl l><‘ to allow tlie debtor to t'oiUiiiuo not 
to pay IxHause of many niHuericcs. 

— Is the disinclination due Ui the bu<l linalil} i»t tiie land in th« 
flistiKt or '•» II due to the hut that tluw do not want o own any laiulr' 

.1. — rhey tlo not want lo own land. I'liat is all. Pliey want t> l>e 

purciy money-lenders. 

is It inort* and more i»ayiiig to be solely a inoiuy-UMider ir 
.1. - 'll is lu'canse lbe>’ arc accustomed to lliut line of business. 


<t^.- Y'ou are the Picsideiit of a luiilding so< iety I*' 
.4 Yes. 


y, — Is the nature <d the work you are doing 

.1. - We get a loan from the Government. Four times the bhare capi- 
tal is obtained a^ loan from tin* (Jovernmeni. All this amount is lent 
to the inendiers for building bousr*^ <»r otluM* buildings, nicl the bui ilings 
arc registered in the name ot the s^k iety and the collcH tion is made eilhor 
l>y montJiIy iiistalment.s or yeaily instalincnls. 

Q , — 111 how many years is the payinent made? 

4 — 20 years. 

Q . — How inanv have hot rowed Ironi vour smuety? 

.d.— 28. 


Q . — Have they Uon regular in tlieii payments? 

.l.---Y"es, )>ec;urse tiie> knea fiill well that no tinu* wamld !*e giteii to 

them. 

. — Are tliCM' professional iwople living in the tow n 
— I do not tliink that tliere is any proft'sHioiml man 

Q . — What eJassc’s of people are they? 

4 — Clerks. 

Q . — Are they Government .servants? 

.4. — Ye«. There are also some laiidholdei's. 


0 . — Is there a great demand for such house building loans? 

A . — Tlierc is a great demand. We have got now the full loan gratiiej^ 
and there is plenty of si*o|h» ftu further extennion of hucIi loans. We are 
ju-st waiting to so<’ the present loans to I>e cleared. 


Q. -That is why you are not giving any more loans? 
A. -Yes. 


The Chairman With reference to Uie co-operative loan yni s»iggc«ied 
that the aecretary and the presbident of the society do not prc»«b the 
members to repay. What ib the reason for their not pressing P 

A . — Tt is because they are interested in the Ytorrowem, For some reason 
or other they do not want to press them for repayment of the hmii. 



(J . — Thijy ar© under k misguided idea that they are helping tbem by 
liot forcing them to pay? 

A. — ^Y©». The unions also are not functioning properlj*. 

Why? . 

A, — Because the office-bearers are not paid their travelling allowance 
and tlieir batta. Why shoukl they do honorary work? 

y, — The union pays for the supervisor? 

A. — Yec, but the pay is very little and he has no control over the offico- 
liearers of the socriety. There is no use of having such ii supervision. 

Q , — What is he paid? 

— Its. ;i0. But the Keddi who is goiieialJy tlie SecreUu’y or the 

President is all powerful, and would never Ih' amenable to the sujiervisor. 
But he (jortaiuiy feeds liiin very well and then sends him away. 1 think 
that to super vise these s<Kueties you should have a man ol the grad© ot 
ail Inspector. 

Q , — Do you know that the Inspixtor is paid only Hs. 4(): 

A . — But then he has got tiie cre^lit of the Government liehind him, 

Q . — Your jHiint is not quite clear. J do not understand why in this area 
they do not repay and why in other ureas they <lo? 

A . — Most ol the people here are illiterate. The lirst thing :s that 

illiteracy is prevailing to a large extent in this district, especially in the 
Ceded districts it is so. Tlie people do not know their respoiisibilivy and 
the low-paid supervisor when he goes to the village cannot control the 
hecretary nr the President who will be all powerful. If only a man of 
Ibe Insiiector’s grade c'oming from the eo-operutive offi(*e were to go and 
supervise, then surely every |)ie will be coliocted. What is the meaning 

ol all Government loans being collected while this is not collected? .All 
the revenue is collected bv an ordinary petty karnani. I’hey pay other 
money-lenders also, 

(J).— If you press them to repay the co-operative societies, do they borrow 
from the sowears? 

.4. — I do not think that there is any such nec*ossity to borrow from 
the sowcjars for all thc^se small sums. 

Q . — The repayment is at the time of the? harvest? 

.4. — Yes, They are generally looking forwaicl to the crop and tire 

repayment is only after the harvest. 

f . — In May and June 1 think there is a very light deniaiul.? 

. — Yes. April and May would be the i)i’oper time here, and in sonic 
other places like Adoni it will l>e about Deeemlrer and Januar.y. The dates 
have to lx? varied ac^cordirig to the needs of the counti’y. 

(J . — Have you any idea of what amount is overdue on takavi loans? 

A . — I have no idea. But one thing I can say and that is that they 
are (collected unless the collections are suspended. 

Q^—You suggested that there is great scope for wells along the Hagari. 
But will the sinking of wells not affect vested interest seriously? There 
are a nunilrer of spring channels, are there not? 

A. — But even then there is gr*eat scope for development. 

Q , — Look at it this way. There is a limited quantity of water coming 
dowrn the Hagari I’iver. It has a slow flow^ and channels are dug down to 
the level of the water and it i.s tapped at various places. There are a 
iiumber of these wells and spring channels already on the Hagari river? 

^ A. — 'There are only a vei\v few channels. 

And there are a t^ertain number of wells? 

. — Thei'© is not much of well cultivation. 

— Do you have plenty of water in the river? 

‘Yes, there is plenty of w^ater. 

Q.— The water-supply to Bellary generally falls short in the hot weather, 
does it not? 

A, — No. I thinls thei*© is ea^cess of water now. 



tlio liot wwiUior? 

i, — Even in the hot woutiior tlioix" will Ihj oxctst* ul watoi, aud tUoy 
«in$ extendinjs tlio wat«r-«uppty nom\ With roloreutTO tu this I wouhl 
there in no central organisation conti-olliiig iho Dcpartuioul^ ol Agrundturo, 
Co-operation and Industriesi, whidi want to act iiuK^lwiideiiily ol tadi 
other. 

(^, — Ls there not the Government 

. 1 . — There is the Government. But then the Agricuiturui Dv^partment 
does not want to co-o|>eriite a ith tlie Co-oi>crutive Department and U>th lluse 
departments do not want to vo-operate with the Industries Department. I 
told them that 1 will give away my lield to l>e attemliHl to hy an ofli<er 
ot the Agricultural IX^purtment for a year uud then take buck the land 
and pay the expenses incurred for constructing a well and for putting up 
a pump and other things. But nolnKly lakes the respoiisihility . I do 
not think that the Governincut has got any i-cntrul oiganiHaiion to take 
up such work, 

G. — That is l>eside the point. TJie digging <if wells on t'le itagcii 
haiiKs has now 1 >chui given up owing to the cxisteneo of vested interestJ^ 
which are likely to Ik* afftH-ted if im^rc water is t^) i»c tapped. Is limt 
not so.^ 

.1. — l.K?aving those arcivs where there is a proiiihition there is still an 
extent of forty miles wiiere tlie wells (*an Im' sunk. 

G.-— That means that you will go a hit highr 

.1 . — N ot necessa ri !>' . 

(^.—Whut I uni suggesting is that the anumnt of tin* water ilMilf is 
very limited. Is tlint not soF 

.1. — No. Sir. Every six mouths there is rain and eoiiHtHijuently them 
is a perennial supply of water. 

— But it means that we have t<> go a little hit higiu'i and not down 
the river ? 

A.— Yes. 

Q. — I think tlie Imlustries Department has Iks'Ii carrying oul a 

general survey. Is it not ho? 

.4.-y-No. not in this district. The Boring Def>nrtmeiit has specially 
come into existence tor a }ieri(Kl f)f two or thixH? years. It is horing and 
making a general survey of the water-supply. 

Q , — At vuriou.s places there is [»leiity of water hut the people do nut 
take advantage of that. Is that .so? 

.4. — I liave no information. My only information is that ihert^ is 
^icat .scope on the hanks of tlie Hagari rivfn for cligging wells and using 
pumps. 

My final opinion is that laud bunks may lie introduced just like the 
Imperial Bank advancing i-ash ere<lit. 

Q . — About that you suggest that the ryots get enough money uliout 
once in five years to [lay off their debts. How* will they be able to pay 
annually? 

A. — It is only a twentieth or other fraction that tliey have to pay and 
they will be able to pay that. 

Q . — If it is a good yield it will bo well and good. But that is only once 
in five years. How will they nay in the yeai*s when there is no ^o»>d yield? 

A . — They will surely pay l)ecause the interest in this case ia low. If 
they go to a private money-lender they will have to pay 15 per cent oven 
whereas in this ca.se the interest is only 9 i)er (?ent. 

Q, — Nine per cent will l>e more than half the value of the full average 
crop, will it not? 

A . — It is only in cases where the value of the laud is suffieionfly rich 
and it is only in cases where v’ou can have the assistance of the land 
mortgage hank. 

Q , — If the amount is going to l>e so small that it can Tie repaid ev€*ry 
year I do not see the necessity for the land mortgage bank? 

4* — I small. 
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Q.—ln a land murtgage bank the pajiiionts must be made regularly 
every year, because the del)enture holders have to be paid. Uut that can- 
not be done with a very bmaii amount because you are dealing nath a Imavy 
indebtedness which can be cleared only once in fire years. l>o you not 

think aoF .,,11 

— The indebtedness of the ryots might I>e ascertained and only such 
of them as are rich enough might helped. 

Mr. Muniswami Nayudu : You have in view those people who have large 
sums to be repaid in instalments spread over a long x>«riod and who have 
not only their lands to fall back upon but also something eho? 

.4.— Yes. 

O . — But it will touch only a small number? 

A . — Let us see for some time how' it works. 

Q — When you speak of the wdiole, will you be able to lend to the man 
having five acres of land by means of a bunk in Bellary? 

A . — It could possibly be done l>eeause the Imperial Bank is able to lend 
after ascertaining the credit of the man. The same thing the land moit- 
gago bank can also do. They have their own organizations. The Imperial 
Bank here lends upon the goods in Uarpanahalli, Hospet and other places. 

Q . — Who will have control over it? 

A . — There must be some control to ascertain all these things. 

0. — For the whole district? 

A . — There must bo a central organization having the whole district 
under its jurisdiction. 

Q , — How is it to be done? 

A. — In the same way as the Imperial Bank. 

Q . — They are not going to any very long distance. It is only sliort- 
terni loans that they give on produce kefit in their cMistody. But he^*e is 
it not different? 

A. — We have got Government organizations. The Tahsiidar can bo 
nsked to attend to this also. That is my opinion. For my part I would 
say that to a certain extent this may lie tried in a certain division first for 
some time. 

Mr. Thomas: In regard to iakavi loans, are the instalments regularly 
paid P ^ ^ 

A. — Since they arc a charge on the land the payment is regular. Simi- 
larly even in the case of the land mortgage hank if the payment is made 
compulsory, surely tlic money will Ije got. The property can he valued at 
^ cent of its real worth for the purpose of giving the loans. 1 
think til at much indebtedness (‘ould be reduced bv the institution of the 
land mortgage hank, 

(The witness then withdrew.) 
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Oral OTideiioe 

.1//. (iitfHilft Mf hott : lUuh ol vou art* monhauls in tho citv of Bollnry^ 

l.-Yos. 

May 1 knoNN wliat an* your important linos of busiiu^fia!'' 

A . — Hankiiiir and (sunmission a| 3 :oncv. Wo advfiru'O monoy to the ryots, 
wo ^ot |>ro<lu('o fnun tlu» rvotN and soil it in tlio markot 

Q . — Aro itoth 4)f Vfui (hunjjj that husiiiesh)^ 

I- Yos 

<,T--So both ot vou an* im\inj 5 )>ankin )4 hnsinoss with trado? 

.1- Yos. 

Q. — By saving banking bnsmoss. I wish to know whothor it is nmnoy- 
londing onlv? 

.1.- Yo^: 

Q. 1 snpposi* \ou iond out vour own iupiiaT" 

t. Yos. 

Q — ]),) you livi'ivo doposits from the public ^ 

I ,1,, not KKoivo any doposits. \Vo do not also Imutow. 

~ So you art* oritiroly monoy-londers tor pur[>OKos of >our tradoi^ 

I Yos. 

<,>. You know wlio is a hunkor. one who n*c<'ives rnoiu y at a lower rate 
and lends it again at a liigher rate, the* difference I>etwt^n the two ru toK 
constituting liis p?*ofit. Arc von ii hanker in that senae? 

A. —No. 

Q . — Do you help your (*onHtituentH in the transmiaftion of money from 
one phuH' to anotlior, either inaide the district or to plaocfl outride the 
district P 

.1.— Yes, wc do. 

Q . — How do you do it? 

A. — By drawing hundis. 

Q . — On whom? 

.4. — On merchants there. 

Q . — So you draw bundis oo your agents in the mufoaaal in favour of thii 
man. Does he cash that hundi in the town or doea he send it to the 
tmifafisal for collection? 

4 . — He collects it from the towrn and he cashes it as per his eonveniimces. 



— Can yon tell us approximately the Tolume of hundt tra 
business that vou do in one year? 

One lakh of rupees. 


ftinn 


1 


— So you are helping trade in that way? 
— Yes. 


Q . — You are dalals for pur{>oses of buying produce and selling it. Is it 
done on behalf of the ryots? 

A, — Yes, on behalf of the ryots. 

Q . — What is the system by which you do business? How do you deal with 
the ryots? 

A.— 'The ryots bring the produce. To some of them I advance money 
beforehand. These goods T sell in the market. I find purchasers and ask 
them to quote a price. They i>urchase the goods and pay me money after 
15 days. As soon as the delivery is given to the purchaser, the value of the 
goods will he credited to tlie account of the ryot who brings the goods or 
T pay him then after deducting my commission. 


J . — So has the lyot to wait here for those 15 days? 
. — As soon as the sale is struck he is paid. 


paid. 

Q. — You say you advance money even Ijefore the produce is brought to 
town. Is it done before the harvest time or just after harvest? 

A , — Before harvest time. 

Q , — On what kinds of produce? 

A. — .Jaggery, cholam, cotton and groundnut. 

Q . — Where do you sell these things, is it locally? 

A. — Yes, here locally. 

Q — j)o you make forward contracts with outside agencies for cotton and 
groundnut? 

A . — We give forwaixl <‘ontracts to Messrs. Volkart and Ralli Brothers 
with the consent of the ryots, f^oinetiines we give it on our own risk, hut 
that is very rare. 

Q. — Is it because that yon have to take greater risk that von do not do it? 

A.— Yes. 

Q , — Do yon tliink tliat tlmre will he large fluetnations in price imme- 
diately after the harvest and two or three months aftei-wards. What has 
been yonr experionei* in the past in this respect? 

.4. For tlie last five yeais my experience is that tlie rates are very high 
at the time ol the harvest and afterward.s they fall down. 

Q . — Is it due to (‘ompetition on the jmrt of the buyers? 

A . — T think so. 

Mr. Th omas : In what commwlities? 

.4. — In cholam, gronndnnts and cotton. 

(wOiMtJd Meunn: Who are the buyers of gronnrlnnt hero just now? 

.4. Messrs. Belli Bros, and Volkart Bros. Thei'e are many Indian 
mercha)its also. They l)uy and expoi*t it to Bombay. 

know early last year theT*e was a big failure of a groundnut 

merchant? 

A. — Yes, the failure of Messrs. C. K. N, Bros. 

a— Do you think the market pric'O of groundnut has been affected very 
much by that failure? 

.4 .‘—Yes, the market has Iveen severely affoctcKl by the a>>ovo failure. 

J . — What is the rate of (commission that you charge? 

.--Oil groundnut wo take six pies, four pit's for commission and two 
pies for interest. 

J .— What is the period for whicii voii eliarge intej-estf 

When w sell Rroundnnt. we get the inonev for that from the i>ur- 

cn^rs only 40 day.s afterwards, hut we pay the rvots immediatelv ^ we 
include the interest for 40 days. nneaiaieiy. tso we 

The. CAftimoa: You pay the ryot «» eash or in hills » 

4. — Not in hills, but cash. 
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Mr. Oopida Menon : What is tlie total iimouiii of your c'ommission huM 
ill one year *^ 

it. — The total voluiiK* of niv ( raiiMii t n»iis is tiHUii o to 0 lakli^ ot ru|»€>4'>«t. 

"-|low many such tlahiK aix‘ there in tbih ilistrict !*' 

“There are many. 

(^. — Are tlu‘re any similar ihilals \\ho j»o into the villny;eN and hny tho 
from the ryots diuHty 
A. -There are. 

J)o they get iimeh liigluo* lomnuNKiojih 
.1 . — I <lo not think. 

y. ~ Do an\ oi these take tlie iinaluti* from tlu‘ i vots on ( ii'dit and aftei- 
uards stfll it to jiotiple here? 

A. There aie .so many. 

— Do tf»e\ make anv (*\tni I'om miss ion ? 

A . 

— -Havt* yon met with in the last lew \ears any (H>mjK‘t it ion in your 
lirii* of busiiH‘ss from anv othei tiiianeiiig agi*n< \ 

A . “ Yes. 

V- — There is tlu' <-o-o[>erat ivt‘ s<K‘ie(y doing the loan and sale hnsmess. 
Do they do much husirn*ss oi tins Kind*' 

A.' Then hnsiness is only iiii a small scale. Tludr prusenee lias not 

afFeet<al the dalals. at least not in Hellary. Tin* miiiii rt*a.soii tor that is that 
tin* fialal afivjnn‘<*s the inonex heloie the <*rop is sown and tins eotiipela the 
ryot to bring the jiroduee to him only lor sale. 

(J. Ma> I ask a plain (|in*stion By making advainsf's to the ryot inut'li 
earlier than tlu^ hinvest tinn*. when tin* s4*<*ds an* ni the lield, do the ryots 
make the maxininm prue out of the priHluer*? 

1 . Yes 

Q. Art* thest' advami's tnk<*n loi roiltivation ♦*\p<‘nses only or lor any 

other jmrpoM* also'' 

.t. - f or all sorts of purposes. 

Q. ffax'4* you at au> tmn* notneil whether tin* ryot ust^s the money for 
tin* t>nrf>os<* for whieh he hotiow<‘d it'*^ 

. 1 . It I'. \ef\ diffn-nlt to answ*T that. I lannot sa\ 

(J.~ -Do \ou think they are mixing uj) the piirtM>M‘s? 

.1. Yes. thev are mixing. 

Tliev spend it 1 nd is< i mnnat<*K 
. 1 . Yes 

(,>, fs it ht*rause ot that they are hot able to make tin* liest that they 

c an out of the jnxidin e " 

A. — I tJiink so 

() — You iiri' also in the cotton market T liel i«‘Vt* 

.1 Yes. 

-][av(' V011 any experience oi the organiTiat ion of the cotton market in 
this place" lla\e von any c'-xperierna* ot tin* organization ol the cottoi 
mark<‘t in Herar? 

-I.-No 

(^.-“Suppose as a re.siilt of tins enquiry an assoeiaiion of dala 1 » is going 
to he fornifMi. f do not think yon will have any ohjc*ction to it!" 

4 — (‘ertamly not. We will w'elr*ome it. 

Prohiihly then you will l>e licensed dnlaU. You have no ohjeetion 

to dalals being licensed? 

Ar—SiJ. Not at all. 

Th*^ flifiirniHit : Tht re is a slack sea^ion. is there not? 

A . — Yes. 

O-r-Ts yotrr lending rate at that time also the aainc? 

A . —Yes. the same rate throughout the year. 

Q — Yon work on your own capital f 
A Yes. 


18 
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Q. — Do all* Calais work on their own capital? 

A . — Ijbere are so nuuiy wlio Ikhtow capital. V"ery few work on their own 
capital. 

(Jl.— ^Vherc do they borrow from? 

A . — From banks, Multanis and Marwaris. 

0. — After tlie haivest for the first few months the ryots do not borrow. 
Is that not so.^ 

J. Yes, they do not boiTOAv. 

Q . — During that period money remains idle with you, it is slaek season 
for your eapiial? 

1. -Yes. 

There is no leduetion in llie rate of interest during that period? 

No. 

Q . — Does tlie money leinain idle with you or do you invest it elsewhere? 

A . — Some amount we give to tlie Marwaris and some amount lies idle 
with ns. 

(J). - -Tliose who liad borrowed from the Marwaris r(‘pay at that time to 
them. Is that so? 

A Yes. 

Q. — Do the Marwaris take de])osits? 

.4 No. 

Q . — The lyot horiows on the security of tlio crop. What happens if the 
rvot does mit get the crop, that is if the f‘rop fails? 

.1 . - He will get a pro-note execnted hy the ryot and also try to got a 
mortgage of the lands of the ryot. 

Q — Yiju iiYp, hound to give liim a fuidher loan so that he may raise another 
crop to rojiay the first loan. Ts that so? 

A. — Yes. 

Q . — Are many dalals land-holders also? 

A . — Some are. 

Q. — Are there any lyots liere who are also merehants? 

A . — Some of the ryots liave come and settled hme. They the land- 
holders. They advance money also. 

(J , — Do you advance mom\v to the village money-lender? 

.1 . — We lend to him also. 

what security? 

A . — On ])ersonal secairity, or on pro-note. 

(?.- Is the pro-note joint or single? 

A . — Tt depends on the status of the horrow’or. 

Q. — Does the village money-lender lend to the small ryot on the eondition 
that the crop should he sold to him? 

A . — Tt is not usual. Some stipulate that condition. 

<?. — When the village .sowcai* gets the loan, does he bring it to yon for 
sale? 

A . — Y’es. 

Q . — In such case there is a double commission on the same'>rop? 

A, — Yes, but one is not exactly eominissioji. The village sowear takes 
the produce at a low’ rate w’hieh is less than the market rate. That is all. 

Q , — Do the bigger rvois come to the dalal direct? 

A.— Yes. 

^How far does a dalal’s business extend? Does it extend up to 5 miles 
radiivs ? 

.4. — ;Jt extends to a radius of 40 miles. 

Q , — Are vou dealing direct with rvots even 40 miles awav^ 

A.— Yee, 

Q, — Are there dalals at Hospet and Rayadrug? ^ 

A . — Yes. 

Q. — Do the dalnls compete wdth each other? 

A.— Yes. 
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if. — Thiji system to the whole of the Ceded distrietfc**' 

Yes, except in Adoiii lor eottoii, whcro tlm ryuls brmjj ,Uie cutUm 
to the town, 

(J . — Do the dalals theiH? advame money to the ryoU lor cotton? ' 

.1 . — No. 

V. — Are there godowiis at Ikdlary? 

.4. — There are. These gmiown-keepenj act as coininissiou agents also and 
the ryots take the prmhice also to them. 

Qr — Dot^ the ryot pay them the gmlow n rent , tlie inMirance’ charges and 
the com miss ion? 

A . — Yes. 

Q . — Is the prtKluce gradcnl? 

.4.— Yes. 

Q . — Hon (hK*8 the ryot iinaiice his crops in tht‘ A<loin arc'a ulii'jt* there 
aie no dalals? 

.4. ' Tlien* there art* small tlaluls. Nt> oi»e adx am tvs itnv thing l i tin* 

ryot for (otton hut thev pay atlvanee for other t lops and tht' r>ol Uses tlu*>e 
Htlvunces fur purposes ol groning eottoii also. 

V- " 4 hen wlune does the Marnairi eoine in? He is finaneing a large 
amonni of husiness? 

.1. — 'I'ht* .Mai n aids g«ve loans (a int'i t haiils only ami not tt> 

V- ' AVhert* do tln‘se Marnaiis get tlieir money fiom? 

.1 .- From Hajputana. 

V- then' a hraneh of the fmp(*rial Haidi luat':' 

i. Yes, 

' l>o they th) an\ Inisuiess tti tins line? 

.1. I’lie.N gi't’ loans anl\ oii personal stHunty ami on prodmt* stortsl 
tn godonns. 

«hH‘s tilt' inerehant to wlmm you sell the g<sMls pay yon? 

.1. Hy getting naniey from the Imperial HiuiU. 

y, flow is the Imperial Hank jiaid? 

.1 . 4’hey have got some money with them and that amonni f he> pa\ to 
the Imperial liank ami release* a p4irtion of tin* goods and llien sell it and 
itii those proceeds release some more <if the geHids and so on until tin' n hole 
stoek is (lea reel. 

Do the\ not j)a> the hiijM'iial Hank hy a hnmii di aven on the 
pu rclia.sei ? 

. I .- Sometimes the\ do >0. Somet line's tln*y take a hand loan from the 
Maraaiis ami r«*le'ase* (he gexwls lumi the Imperial Hank. 

- Do Homhay pe'opie' e enne m lien* tei pnrehase eot ton I*' 

.1. Some of the* mere liaiifs to whemi ae* sell goeals h<*re aie ag<mt.s ed 
liumhaN firms or of some firms in Ahinedahael or She>iupni'. * 

An; Japant'se eiiming here lor pniahasing (’otton: 

.1 . Yes 

f,/. Do the iniilh fniy eotton through tlie dalals ami tfnm ph^lge* it to (In* 
lni|K*rial Hank and get an advance and buy more cotton? 

.1 , — They do in»t d<i it. As .M>on ax they purchase they take it away. 

(T# — Is all thi.s hii.siness in cotton in kajiax? 

.1.- Yes. 

O. — Are there ginning mills in Bellary? 

.4 

Q . — When is the cotton ginned? 

4 — Gi*nerally afte^ the Merchant buys. Some big ryots also soinoiiines 
take the fotton to the ginnemes direct, 

0 . — Ts the Cotton Transport Act worked here actively? 

. 1 . — It is not l)eing actively worked. 

. — Is there a large importation of wtton from Hyderabad.^ 

— Xo. But stealthily f»ome cjuantitv comes in. 
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Q . — is it%rought in purposes of acluiteration r 

A, — Ym. That is the purpose for which it is brought. We do not mix, 
it is geiiemlly the big firms who do it. 

Q , — Are all tliese daials l»oth bankers and tradei's-' 
vl.—Yes. 

- Which part of their husines.s is more important i" 
d — It is only for getting pixxJuce that we advanee money. 

Q.'~Do you not think that a man who does fxjth these btisiiiessob ulti- 
mately fieeoines a money-lender !■" 

d. - Yes, naturally it reduces him in the long run to u mei*e money- 
lender, J know that hy comhiiiing hoth we ar^* weakening ourselves. 

(J , — Have there been any failures ul dalalsy 

A. — Yes. I'his year it is hopeless. Nearly' a doxen dalals have already 
declared insoi vency. 

(^.“^W'hy is ity Is there no good crop this year ? 

/I .-—This year the crop is a thorough fajlure. On tlie face of it it seems 
good, but the yield is very very low. 

Mr. Th ijiiuis : Do you get a eominission from the ryots on whose hehalf 
you sellr" 

A.— Yes. 

Q . — You gel also a c*ominission I lom the pm fh ism 
A .--Yes. 

t^.--So >ou get commission Irom both 

A .- Yes. tsveept in cotton wliere w<‘ get commi.s.sion from the sellers only, 
(jh — What commission do you gef:^ 

'A . — Ahoiit 4 per cent. In cotton we get aliout Its. 2 for 12 niauiidb 
costing appro.Kimately Hs. 120. 

Q . — How much <l(K's tin* godow n rent come to I-' 

.1. — For thisse 12 munmls it will (sime to three or lour uiuias. 

-Do von lev\ anv oilier ehargey 
A.- No.’ 

f^.-'-Are the dalals ine?'<‘ly interm('(liari<*s h<*t\\(.'(m tin* .^elko- and the 
hnyei’ or do \<m buy on your ou n aceomit 

A. — We sell on heiiall of the ryots; that is all. 

kh-'-Do the <ialals purcliase cotton.^ 

.1. -4’hey do not. They store it in tlunr godou ns and when the agent 
oi the mill oi any other linn comes they sell it to him and get their 
conmi is.sion . 

th--A)(> tlu'se agents purchase from the rvots diivct ■' 

.1.— ddn'V generally purchase irom the dalas and inerehants. Jf they get 
from the ryots tlvey piirehase also that. 

Q . — Is tlieie any feeling amongst the mereantile class against tlie dalals!^ 
A. -I liave not heard ol any sueh feeling. 

Q. — Do these rvots wdio go direcAlv to the firms get a higher price 
.1.— No. 

Q — Are you in a position to get produce from those ryots to whom you 
do not advanee money y 

A. — W’e get some business. Tin* loan and sale society docs not advance 
any money. Still they get business. 

Q. is there a feeling amongst the ryots that tlie weights you use arc not 
proper? 

1.— No. 

O.'^Suppose the dalals are to he licensed. Will you like that? 

A. — 1 will welcome tliat step. 

Q — When you advanee money to the ryot wliat rate of infiereet do you 
charge 

A. — One per cent per month. 

Q . — Do your transactions with the ryots end in the transfer of land or 
sale of land? 

A. — ‘Yes, sometimes. 
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— Out of one huiicli'txl in bow many have you to i^\wf 

.4. — In 10 i>er rent, 

Q . — What j>ert«iitage out of that lead to tmU‘ of land 
j — Four or five per cent, that all. 

— Do you have any dealings with the lin|>r‘ruil Hank r 
A. — Yes. 

— Have you any uverdndt at'count there r 
.1.-- in their Bidlary luaneh there is no tiveivlratt aiHounl. 

Q — You had lui iK'taNion to raiM^ prmliK't' Iouun from the haiikr 
.4. — No. My money is lying tliere iille. 

y, — Do yi»u think that it is fair to take <*oimtiission lioiii Ih»iIi tlu‘ imr- 
chaser and tlie seller'*' 

.1. — -It is the c’Ustoni and we have to get oie 

Q — You said that some ol the daials have to borrow money mlvanemg 
to the ryots. On what terni> do they get mont y now r 

I — \\\, jret money from tin' Murwaris ami the Imjarial Hank. Hut \\(' 
prefer the Marwari.s In'eaUse tln» amount is h«nt cntlier on kotlm or men 
privnotc. tvhoreas in the ease of the Imperial Hank we want two suitlu-^ 
and it is very dilfuult to gel two (Hnsions wliom llu\\ approve. 

((jf. — Wliut is tin' rate of interest that von pn\ to tin* Maruaiisi^ 

.1. -Hs, 1-4-0 to Rs. 1-H-O. 

(^. W hy do you not go to the Imperial Hank where the rati' i.s mm h 
low er 'f 

.1. - It is \eiv diffienlt to get from them. 

\ou use ehispie.sr 

.1. Yes. 

Q.- .\mong the dalals what percentage have hardv a<<onnts and draw 
cliixpies 

.1. Not very many. 

Q. In Adoni what is tlu* t unction ol a dalal like your' What dfM‘s rio 
tlicie!^ 

l.--K\cept III eotlon the\ ilo the same husiness as w f aie (hong liere. 
In the (use of cotton the ryots fake it dirt'll to the market. 

11(01 do you sell your priHlnee Is if l»y am lion or f>y mgfg la I loii '' 

.1. In some < ases wr am tion especially on shandv days in trout t)l our 
sliops. sometimes wo iiegntiiiU* as r<‘gards the sale ju ic(‘. 

Q .> — Is it not lK“!tter to have a fixed plrtc(‘ where your sales could Im‘ 
cflei t ed !*' 

I — Ves, it would 1 k> very, good. 

(The witiiesM's then withdriw.) 
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Friday, the 17th January 1930. 
BELLABT. 


K E H E N T : 

Mr. H. M. H l.C'.S. {('hainnnn), 

Mr. IV J. 'i’uOMAS, M.A., JI.riTT., 

Mr. C. Goi'alv Meno^^ 

Diwati Hahadiir U. Mimnw a.vii .Wwrin , a. a., a.i.., M.r.c. 

Kliuji Baliadm* \V Hamekd Sri.TW Mahu \iit Sahib Baliadur. 

MMJELy, Rao Sahib JAMPALA VENKATBSAM CHOUDHARI 
Garu, Deputy Registrar, Bellary. 


Oral evidence. 

M r. 'IIioiikih: Mr. Clioudhari, you hay that a higher rate of interest iw 
charged on nagu loan.s. Wliat is the nitei^ 

A . — It will he alajut 50 [ler <‘ent. It is geneiall\ calenlated in kind. 

is it in tlie case ol stu'd loans!*' 

A . — Kven loi' iuod grains and other purposes. 

Q . — it is not triK' of loans in Jiioni'y!" 

A, — No, not lor loan.s iri money. 

(^. — Is theie nineh of overdues in the eo-opt i alive soeietios in the^e 
parts 

.1. — Ves. there are. 

Havt* th('>' lK*en mounting n}) lately!*' 

A. — Yes. But last year they were reduced to certain extent. 

Q . — Since tlienh 

A." -This ycair also we hope to reduce it turther. 

(Jr — Are long-term loans given hv co-operative societies in these parts 

A.- Yes. 

^ — Kor what perioilK 

A. — Generally for five years. 

— An* thei’e more overdoes in resjreet of these tive-year loans or is it 
the other way ? 

A. — Generally in long-term loans the overdues are greater. 

(J . — Do you think that such loan.s are the right kind ol husincvss for 
co-operative soeietios ^ 

A. — i do not think so. Go-operative societies of the kind we have should 
not grant loans for long pei iods. 

Q , — What is the pro])er period of granting loans from a co-operative 
Boeiety P 

A. — For one year so that the amount may he lepuid at the next harvest. 

Q — Land mortgage hanks are supixised tt) lend for long terras and co- 
operative societies for short terms. Wliat is the agency that will take up 
* intermediate ’ loans P 

A. — These intermediate loans may also he granted by co-operative socie- 
ties, but not to the extent to which land mortgage banks give. 

* For written evidence, vide pages 1112 — 1015 of Volume Ili. 
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Do you thiiik any sjXK'ial |>rovisioiis» »iionld inado for Ruch Joirtisf 
. — C'o-o|>erative so<'ieti€wi only short -lernt lotuH 

If there is any demand for interino<liate loans, thov should Ih' ^^raiU^nl very 
sparingly. The provineial hank d«H^ iH>t give long-term loans to the <s*ntrul 
hanks and they in their turn aiv not emHiuraging the grant of smh loans 
to primary societies. 

Q , — is there any tendency among nH)ney-lenders lo join i sKojurative 
MKieties and to get nd ol their hud ilehts'r 

.4. — We liave noti<'<Hl some instames here and tlu»re. 

(^. — Has it h<!H?n <1 is<s)U raged ? 

.4. — We are discouraging it. 

V. -Effectively r 

.1 -We are taking sti*|)^ O'- far ii'^ }>o.ssihle. 

Q. — Is theie siifUcicnt iaeility now tor remitting moiu'y for effcx'iively 
canying on inliiml traded I speak ehi(‘fl> <»f tlu‘ smaller man as the lugger 
merchants are helped hy the Imperial Hank. In tin* tas^ of stnh ja^ople are 
Ihcu'o sufficient facilities for internal remittanci* *r 

.4.- (’o-opf'rative .smit^ties ar(‘ not doing that work noiv, 

- Do they <-ash liills - 

.1.-' Small socii'ties do not do that, hut siune central hanks are doing 
that husiness. 

V- Is ilial hu.snu^ss tlie proper kimi of Im^iness lor a (onltal hank to do!" 

1. 1 think s<i. pi<)\id(y| the t raiisact ions are restricted to the rnernlaus 

oi the soc'iety. 

Do yon think that if the (entral hank takes n|» this htisincss it will 
niatenally (urtai! <*r intmfere with the husiriess of other hanks!" 

.1. "If it is done on a largt* vale it is liki‘l> to mterfeie. Hut tlH‘ nuinh<*r 
of nieinhers ot (o-opi rat i vc soi icties doing the hiisiness is small, and thest* 
memhets are not likidv lo g«» to the Imperial Hank or other hig joint-stock 
lianks. Hencf* the hnsinc^s of such hanks is not so much liludy to hf^ 
affectmi. 

(^. ' Wliat art* the nu ilitie.*^ that should In- given to tlu' central hank for 
eiirrying on sncli work " 

,1.- So far as niv information gmvs. <s*nlral hanks an* misusing tliis hy 
doing this kind of u<uk f«>r iion-meiidHU s also. 

Q.~- Wouhl it he of anv use if hills ol <*\(hjinge in the vmnacular are 
int riKhictHl !" 

.1.-1 think vi*i iia( iilar hills f>f oki hungi* imi> he used witli ndvantag<». 
Hut so far we hav(* reeeiv«Ml no loinphi in t s. 

- Is there a loan ami sale so( i<U v in thii» town? 

1 Yes. 

(t. To wliat <'\t<‘nt IS it eairying on luisiness!" 

.4 Last year t!ie triinsaet ions ftinounitsl to Hs. DOdVKk 

(>. Has it h<*en progressing" 

,4. -Yes 

—What are the impcxliments standing in the way of further extending 
eo-o|>erative marketing here!" 

;i The meniliers of the affiliated wk ieli<‘s are not bringing their prmince 
to the loan and sale sr><d*dy. They are taking it to the moncy-lenderK Iwinihc 
they aliT^ady received advances from them. 

Could not the loan and xale Hr>ciety advance such sums!' 

A. — Ye«, it has to l>e done. Tf previous loans taken up from money- 
lenders are not paid hack it will i>e difficult to get prodiK*© from the ryots, 

Thf Chairman ; Do you suggest that the loan and sale society should 
itself lend money to the cultivating ryots? 

A , — Tt fshoidd not. The loan and sale society could give produce Ioann 
only. The affiliated fWK-ieties can do it. Tf a Wginning i« made like that, 
gradually the affiliated societies wifi arrange for all the produce tci l>e brought 
b^ore the loan and sale society. 
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Mt, Thomas : Is it youn exj^ri€iic*e that when the ryot takes a loan he 
uses it tor the purpo^te f<j» Vhich he takes the loan? 

A . — The paiuhayatd 111*8 fake Hiieoial care to 8upei*vise that the loan is 
utilizcMl for the puipose for whirh it is lK>rrowe<i. 

Q . — fs ft l>eing done now? 

.1. — ft is In-inK done in some swieties. 

Mr, Mvn’mudmi Saifudu: Air. (’houdhari, can you tell us adiat is the 
l>ropoidiby of the kians (rrantfid hy a eo-r)jM»rative s<X'iety in an ordinary 
villaijje to tliat of the iiidehteilnesH of that village? 

J I ( annot say. hecauw* we restrict our loans to nieinl>ers only. Unless 
the residents of the whole village are inernher.s of the swiety we will not l>e 
able to know the total indebtedness of the village. 

Do yon not think that only a very small fraction of the indebte<lness 
of the village is being financed by tlic co-operative society? 

j — proportion is not much. 

— I hope yon have sonic experien<*e of the agricultural conditions in the 
villages. From a\ hom is the demand for loans from the co-operative socie- 
ti<*s? Is it from the farmer or from the already indebted tenant? 

.1.- From tlu‘ already indebted tenant. 

You say many of these debts cannot be financed by the co-operativ^e 

society 

j „ Long-term loans cannot he given by cf>-operativc societies. 

' So th(‘s<‘ peoi)le are in the hands of the local nionov-lender ? 

.1.- Yes. 

fjL hb*(jin yonr experience can yon say that the villagers hav'o been able 
to rei)ay tlie sm.'ill sums borrowe<l from the society pnn<*tually? 

A. — They do not generally j)ay punctually. 

0. — What is the reason? 

,1. — One of tb<« main leasoiis is bad season. Secondly the member alw’ays 
]jrefers to discliaige the loan to the sowcar first and then only that to the 
(‘o-operative so(‘iety. 

(L -So the pr<Klnc(‘ is utilized first to pay off the iiioney-letKler. Ts it? 

4 — First th(' government kist. then the money-lender and lastly the co- 
operativ(‘ society. 

— When overdnes increase do yon not take coercave proces.s to recover 
tlie amount? 

.1. Yes. 

(). — What do the ryots do then? Do they go back to the money-lender 
for ])aying off the co-operative society’s del>t? 

.1 . — A^es. if 1 k‘ cannot get tlie money otherwise, be will fiave to go to the 
money-lender. 

(). — You say that the immey-Iender takes tlie prodxice fii*st. Then there 
i.s competition between the money-lender and the co-operative society. Is 
it not? 

/I.— When tb(‘ ryot takes the loan from the money-lender there is the 
moral binding that liis debt sliould he discharged first. That system has 
been in vogne for some considerable time. But if the co-operative society 
arranges at the time of granting the loan that its debts should be discharged 
first, then the ryot will do so. 

(). — Do you think from your experience that to a certain extent the 
villagers have been able to feel the responsibility of first paying the 
co-operative society and then only the money-lender? 

A . — Now they are slowly realizing that fact. 

Q . — In your written evidence you say ‘‘ There is enough money available 
in co-operative banks to meet the short-term requirements of the membeii: 
But there is no demand from the members as thev are in the habit of getting 
such short-term loans from the village sowcars.” Do you think that even 
in cases where there, are societies, people go to the sowcars? 

.4 . — That w as the case formerly, but during the last two years this is not 
so. There has been a gradual change. 

Q . — Do you advocate the starting of land mortgage banks? 

A. — Yes. 
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O. — You aJso say that there are no prGepect45 jfW the land mortgage lianks 
in im Ceded districts. Whj do you say matP 

A. — ^Because we get moi^ of had seasons. There is also the queetion 
of punctual repayment of instalments which cannot l>e expected in the 
Ceded districts. It is better to try tlie scheme in a place whert^ we can 
expect regular repayments, 

Q . — Do you contemplate any area in the Bellary district where #bu ran 
expect regular repayments P 

A. — There are places but their area is ver>’ small. 

Q. — Have you got any suggestions to make with regard to the consti- 
tution of land mortgage bank, especially with refoi'eiu'e to the Ceded 
districts w^here you exj>erience some dlfhcuItioH regarding punctual repay- 
met) tap 

4 — Keceesary changes can be made in the by-laws to the effiM't that 
tho loans shall he grante<i in these districts for a longer [K^ritnl, 

Q . — So your opinion is that in the CeiUnl districts the repayment should 
Ih» covered over a longer period of years. How many years do you wantp 

.4. — Thirty years. 

Q. — Do you think it is possible to frame by-laws which will give a sort 
of elasticity with regard to repayments during had seasons? 

A . — If debentures can lie raisexl under such (‘onditions, rules can he 
framed, 

Q — Do you want the Commiitots to understand that in the Ceded distri<‘ts 
there is no s<x)pe for land mortgage banks? 

.4. — T said that there are some trac'ts where land mortgage lianks ran 
l>e established but such tracts very small. 

Q. — Until such land mortgage banks are fornu^l the tenant will have to 
depend on the village sowcar. Is it not? 

A .—Yes. 

Q. — What are the rates of interest prevailing wdth the sowears? 

.4. — IxK'al sowTnrs charge from 12 to 24 |M*r cent. 

Q . — Do you consider that ver>’ high? 

A. — Twenty-four r>er cent I consider as veiy high. 

Q. — Are rates of interest decreasing in villages whore there are co- 
operative societies? 

4 — Money-lenders are not raising their rates of interest. 

Q , — They are not re<lucing? 

4 — They tomi>orarily reduced in some places in order to ruin the 
fioeietios. 

<?, — Do you consider the rates of interest charged by the money-lender 
such 08 to make it impossible for the ryot to discharge his prior debts? 
Would it reclucx^ him in course of time to the state of a landless laliourer? 

A . — T think it would eventually result in that, 

Q . — Who then purchase all these lands? 

.4. — The money-lenders themselves purchase the lands. 

<?. — Do you think there is any scope for any hy-industrios for the 
villagers in the districta? 

.4. — There are certain industries. 

Q , — Have any societies been startecl to help such industries? 

A. — Yes, surely. 

!. — How manv approx imatelv? 

-About 24.* 

Q,- -Have they suct^xxied the object with which they were started? 

A . — ^TEey have not. 

Q. — Do you think there is any scope for an industrial bank for financing 
the cottage industries? 

A. — 1 advocate a central einporiom at Madras for all the weaver societies. 
If there are ready bu 3 ren and if these weavers get money for the prodncls 
soon then they can carry on their work ondisturoed. 


H 
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Q . — You fifty in your miAtten j^dence agpi«iil|uri«t suffers for lack 

of organization and capital/ What kind of organization do you contemplate P 

A. — Th^e ^^inofifi side of selling bis produce. 

Q, — think that their work can be undertaken by the existing 
co-operative societies or do you think that there should be a separate class 
of banks P 

vl think that the Industries Department have an idea of having a 
central emporium. The Special Officer suggested it and I think^t is to be 
on a co-operative basis. I advocate a loan and sale society fo^^%very taluk 
and if passible for a firka l>ec*au8e we have to educate the people in market- 
ing the produce. If we give the villagers short-term loans for agricultural 
purposes, and then bind them to give the produce to the loan and sale 
society, then the villagers can get the niaximuni profit for themselves. 

Q .- — Have you tried to start any such sale sfx^ieties in this district? 

A. — Yes. Wo have five or six such societies here. It was started 5 years 
ftgo at Bellary^ in Hospet three years ago and in Adoni a year ago. 

Q . — Have they been doing good work? 

A . — They are working on sound linos and doing good service. 

Mr. Gopala Merton : How long have you been in the Co-operative 
Department? 

A . — Eight years. 

Q — Previous to that? 

A . — In the Revenue Department. 

Q — Were you a Deputy Collector? 

A . — T was in the Revenue Department for 13 years and for 8 years here. 

Q — From your experience of the co-operative societies which have worked 
for the last 2 decades do you consider that these societies have fulfilled the 
function for which they were stai-tedP 

.4. — They are trying to fulfil. 

Q. — You do not think that they have fulfilled the purpose for which they 
were originally designcnl? 

.4. — To a certain extent they have fulfilled. 

Q. — Now^ people are advocating developments of the co-operative move- 
ment in other directions such as marketing, loan and sale societies and 
things like that. Do you think these activities could be conducted side by 
side Avith the activities for which that movement was first started? 

A . — They can he done. 

Q. — Do you think then that tlie present system of working the co-operative 
societies will adequately fulfil tliat function? 

A.—Yos. 

Q. — What I mean is that should the co-operative societies in that case 
be run hv honorary officials as at present or hv paid officers? 

A.— It is better to have paid men. 

Q. — In that case you think that co-operative societies can take up market- 
ing work, conduct loan and sale .societies, take to w’arehousing and also 
pooling? 

A, — Yes, They wnll materially help the original idea of credit societies 
also, 

Q . — It is the internal trade of the country that suffers now. Can you 
suggest any way by wdiich the produces in the country can be linked up 
w'ith the Indian merchants? 

A . — That is what we are trying to do by the loan and sale society. 

■4 

Q. — Is there any other w^ay by which' it can he done? 

A. — I think that is the only w^ay we are advocating in the co-op^||lllp 
movement. 

Q, — Do you advocate the discounting of hundis by co-operative baiiks, 
which is at present done by the commercial banks? 

A. —Yes. 

(?, — Have you any method to suggest for internal remittance being facili- 
tated? Can it be done through the treasuries,^ 

4. — ^We cannot increase the work of the treasuries. 


I 
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Q.~At 9 you poiii«h-«, tba4 'dk.oporittqril W»Ji*%hould not tj»to up anfr 
fmotion which the «hmtueixiar haiika of' litdiau 'amnagod joint-«U>ck banka 
are doing at the preeent time? 

A. — Only as far as tninsartions with I'ogard to inomlHUTS foucorned 
they should take up. ‘ * 

Q.Sow I am not satisfied with the answer you gave to Mr. Muniswaini 
Naidu that fhe agriculturists aiH> .suffering for lack of orgauiaatioii and 
capital. ^ another plaw you .say “ No Umns are advanced to ryots hy 
joint-stock %hnk8 or branches of the Iin|K^riaI Bank of India for agriciiiturai 
purposes,” Further with regard to creating lietter organisation you suggtv^t 
the opening of an emporium at the metroiKilis. Is it not? 

A. — Yes. but that i.s only for the weaver stH’ieties. In rt'gard to loan and 
sale societies we have ample funds in the central hanks. 

Q. — Is this lack of organization due to lack of knowknlge and CKincation 
on their part and also dm* to the fact that they are unuhle to asst*rt thom- 
selv'es anci to make representations in proper <juarlcrs? 

.4. — To some extent it is due to lack of knowledge. 

Q . — So you think it is want of rural uplift or rural advaiu'mnent that in 
the cause of the present sufferings of the ryot? 

A . — Yee. 

Q . — You are positive that the co-operative .sotuty sliouhl not take up any 
function which tlie <‘ommer( iul lauik.s or the Indmn managed hanks or tho 
Imperial Hank aix* doing at pre.si‘nt ? 

A. — Only as far as the csvoperutive hanks are eomxrntsl I tlu not advax'Ule 
the taking up the work ol the eommereial hunks. 

(J . — But you are i)rt‘pured to co-ordinating their activities for their mutual 
help ? 

.1 Yt's. 

Q . — You are for the ci cation of an inter-relationship as fur as possible? 

.1 . — Yt^s. 

Q . — You say that the ‘ agriculturist suffers for lack of organization and 
capital ’ and in another plH(x> you say that ‘ no loans are advaiucHl to ryots 
hy joint-stock hanks or brunches of the Imperial Bank of India, tor agri- 
cultural purposes.’ With regard to this organization of (apital you said 
that there should he an em])o»iuni in the metropolis and tlie comiiHMlitioH 
produced should Iw sent tlieie. exhihiUKi and orilers should he obtained. 
What is it that you mean hy that? 

A . — 1 said that in regard to the w<*avers and the industrial HwictieH. 

Jliit with regard to the loan and .sale societies there is ample money in tlie 
central hank. 

Q . — The ryot suffers for lack of organization. What is it that yon mean 
hy that? 

A. — In a co-operative society there should he arrangement for giving 
short-term loans for agricultural purpo8c*s and for selling the produce vvith a 
view to getting the maximum lienefit thereby. 

* 

(?. — That means th(?>' are denied of the rural credit which they can get 
otherwise ? 

A.— Yes. 

^ Q — it due to lack of knowledge and eihication on their pai*t to assert 
thtfwe Ives and to make lepresentations in the proper place? 

— To some extent it is due lack of knowledge. 

Q — ^go you think that on account of want of rural uplift or advancement 
th0 ryot suffers greatly now : 

A. — Yes. This is in connection with the loan and sale society. 

— Por agricultural purposes do the Impeiial Bank advance money? 

A. —Yee, it is on pledge of produce only. Tliey are giving freely for 
commercial purposes. 



y* — t imclerfttaud that the Iihiprial Banh m uow lendiug money on the 
pledge of gold to a very large extent. Probably the ryot doee not know 
how to go and raise money from the Imperial Bank or the commercial Imnks; 
because it is due to lack of knowledge on his part. So he must be better 
educated, is it not? 

d. — I do not know that the branches of the Imperial Bank in the Ceded 
districts are giving loans on the pledge of jewels. It may be in the other 
parts of the Presidency. 

Q , — With regard to the cottage iudusti^ products, you said you wanted 
a centra! omponum to advertise the sale of the produce? 

A. — Yes, for undertaking the sale. 

Q . — But the^ are run by certain loan and sale societies. Is it not the 
duty of the loan and sale societies to maiiufactui^ the goods and sell them? 

d — No. 


Q — Probably thei'c are certain societies which are engaged in such work? 

d. — Producing societies there are. 

(J . — But how could the central emporium established in the metropolis 
help the people in Bellary P 

A, — B^auso there is a ready market there they can got money for the 
articles produced. 

Q , — You want the sales to be effected? 

d.— Yes. 

Q. — ‘But do you not think that these people themselves should engage a 
salesman for the purpose of going out to the mufassal to take indents and 
find a sale for their commodities? Js that not the best method? 

A. — Of course it is one of the methods, but practically it was found to bo 
ineffective. 

Q . — Probably it was because there was not a good salesman? 

A . — Perhaps. 

Q . — If ho is a proper salesman it is his duty to find out the sale for the 
articles that have been produced, if the article produced can successfully 
compete with similar articles imported into this country. So, do you think 
that sort of work could be done by salesmen ? 

A. — Salesmen can undertake the work, but I do not think that the 
societies will succ'ced. 

Q . — I understand that tlie pi-oducts of the weaving societies are not 
disposed of in time. Is that so? 

A ,—Yes. 

Q . — Is that due to lack of finding a market? 

A.-Yos, 

Q . — Suppose we have a salesman who w ill go out to the places w'here those 
goo^ are wanted. Do you not think then that he w'ill be able to sell them? 

A, — The society employed salosmaii also. But the expense incurred on 
that account was enormous and ultimately the sales also were not well con- 
ducted resulting in loss to the softety. 

Q . — To my mind it appeal's that it is not properly advertised and sold? 
In regard to subsidiary industry products you said that they do not exist 
on a scale deserving of any extra capital. What do you mean by that? 

A . — I meant by extra capital, capital either from Government or from 
any other source, because local money is available. 

Q. — Do you suggest that these are mostly cottage industries? 

A . — ^Yes. 

J . — Are they in good financial cii-cumstances? 

. — They can get finance from the co-operative banks. There is no com- 
plaint about that. 

Q . — Are the cottage industrialists financially prosperous? 

4. — There is no lack of credit for them. 



ij . — What 1 am Ujiug to find out is whether tliese cottage iiuluHiria* 
liate have been heaviJy involveii and whether they have got enough aoseta 
which the inouoy-leiMler could advance any uKuieyP 

*4, — Gtenerally in all these places, these weavers are heavily indebted. 
They are also ^dieted to drink and it is not safe to advance them much 
money. 

Q , — Do you find the same thing in regard to the other industries such 
as the cunibli trade, etc. P 

.4. — There, of course, it is nut to that extent as it is in the case of iho 
ordtnai*y weavers. But m every other case it is so. 

Q . — You do not think that there is any conflict Iwtween the c<JH>|aMuiiva 
societies in the place and the other hanking institutions P , 

/I. — So far J have not mot with any difficulty. 

Q . — Coming back to cottage industries, you toiy that conditions do not 
warrant any extraneous capital. Why do you say thutp 

.4. — 1 think it was in answer to some qucwstioii alM>ut the industry being 
subsidised by Governnient that 1 said that. 

Q . — 1 want to know whether it is due to the fact that they ai*o heavily 
involved iiow P 

.4. — When 1 said that, I had in my mind the fact that enough capital 
is available and no capital from outside is lUHossary. 

y. — Available from the Co-ojK*rative Department? 

A . — From co-operative banks. 

y. — Suppose they want a loan for improving tlie induKtry. Do you think 
they have got enough assets tor them t<» raine a loan under the State Aid 
to Industries ActP 

A. — No. 1 say that trom the c'o-operutivc l)unks themselves they can 
raise the money. 

y. — You do not think that those subsidiary iuduKtric*e are in a very bad 
w ay P 

.4 . — No, 

y — in regard to your suggestion regarding the ri'iluction of intertviit. do 
y'ou think that by a statutory enactment higher nites of iritcrest could bo 
put tlowiiP 

,4. — That is my idea. 

y. — You want a legislation for tliiit P 
.4 . — Yes. 

y. — Should it be something like the Money Lenders AciP 
,4 .—Yes. 

y. — Is the Usurious Loans Act working here? 

.1.— No. 

y. — You say that funds for the land mortgage banks should be obtained 
from the central hanks. Is it by w^ay of loanP 
1.— Yes. 

y. — The c-o-operative central land mortgage bank has just l>een brought 
into existenc'c. Do you think it is safe to take deposits P 

A. — Of course if it is managed by proper authorities deposits cun l>e 
taken. 

y. — What rate do you think ilie <‘entral bank should offer? 

A . — It should never be more than 6 per cent. 

y. — Do you know' the rate of interest ruling on fiXed deimsiU in the 
joint-stock banks and the other hanks and in the Imperial Bank? 

A , — do not know. W^e have some relation with the Imperial Bank. 

y. — The Imperial Bank gives on fixed deposits only 3 and 34 i>er cent 
wrhile the other oommercial h «nks and the central urban hank are giving 4| per 
cent. Do you not think thar by allowing 0 j^r cent, the oo-operative land 
mortgage bank will come into active competition with the other financial 
agencies and do you advocate that? 

A. — I do not advocate that. Six per cent sliould be the maximum. But 
if it is properly run there is no harm even if it oorn^ into conflict with th# 
other banks. 



Tke Gk^rernment has subsidised our debentures and we can raise 
debentures on the security of the assets of the primary land mortgage banks. 
The money that the central land mortgage bank can find now would be 
ade^ate for the next two years. Should we then go on taking deposits.^ 

A . — I do not say that. I said that after some time when confidence has 
been created, money will flow in. 1 do not advocate taking deposits. 

The Ckairifian : About the business of cashing hills to which some reference 
has been made, what is the business that the Hindupur Bank is carrying 
on? 

A . — I think it is only to a small extent. I saw only half a dossen cases. 
IS Q . — Of what? 

A. — Hundis, I think, from Bangalore, 
r 

Q . — Wore the people local ineix-hants? 

A. —Yes. 


Q . — And they have dealings with Hindupur and Bangalore? 

A.— Yes. 

Q. — Do 3 "ou know other societies doing that? 

A. — No. 1 do not know of any other in the Ceded districts. But in 
Guntur 1 know of one or two cases when I was there. 


Q . — Is it not |x>ssible to have it as a regular I)usines8 of the co-operative 
bank ? 

A.— No. 

Q . — And the co-operiitive central banks? 

A. — They are not doing this business at all hei'e. 

Q . — Do you think there would be any opposition if these banks started 
discounting hundis? 

A. — I do not think there will be any opposition. 

Q , — Do yon not think that the Imperial Bank will object? 

A. — I do not think so. 


Q . — Would you regard it as part of the legitimate work of the co-operative 
central bank ? 

A. — No. But only to facilitate the transactions and to help the members 
1 said it may be undertaken. 

Q . — Can you confine it to that? 

A. — It is very difficult. It is how they { 11*6 misusing in some cases where 
there is concession. They are doing it on behalf of others also and are 
thus coining into conflict with commercial hanks and the Imperial Bank. 
But I did not experience that difficulty because the transactions were little. 

— But those transactions will have i>ractically no value on the marketing 
of agricultural pn>duce? 

A. — No, not at all. They are only commercial. 

0. — But is not the business of the co-oi)crative central banks largely 
confined to the finance of agriculture? 

A.— Yes. 


Q . — Has there been any suggestion that it should be confined to that? 
A.— No'. 

Q. — But it is confined to the finance of co-operative societies? 

A.— Yes. 

— That may include producers of all kinds? 

A. — ^Yes. 


. — It may include organized consumers also? 
. — Yes. 


Q . — How would you justify the continuance of the Government conces- 
sions in regal’d to the free transmission of money through the Government 
treftsuries to the co-operative societies? You have no objection to the free 
transmission of money from one co-operative society to another? 

A.^No. 

Q , — At present you have got a central bank at Hospet, an urban bank 
at Bellary and an urban bank at AdoniP 

A.— Yes. 



O , — Any otiiers? 

A . — Only these. 

Q , — At Harpanahalli is there not one? 

A . — That is only a big unlimiteci society. 

Q . — With regaixl to the repayment of the loans you said that ropaymenta 
were bad and you suggeste<i bad seasons. Somebody else suggest^ bad 
supervision. Which do you think it is due? 

A. — It is due to both. 

Q . — What is l>eing done to improve the situation ? 

A.— -^ine of the BcK'ietv j>arK4iayais are l>eing reconstituted and also iho 
8Uj>ervising agencies and we expect to see some imj)r<)vement. X 

Q . — The school at Anantapur is only a teaching i^entrt^ at projwuit, ft 
there any demand for a bureau of information on pruNivs? 

A. — There is no demand at Anantapur. 

Q . — IvS there any demand for that anywhere else.^ 

A. — In some plact^s iHsiple wish to have the information about the trade 
prices and the sUitistics. But Anantapur is not a trade centre. It is better 
if they get information about the state of prices in the market. 

Q. — If tile information is obtained from various sounxw and the prit'os 
are c<irrelate<l. does it matter where that is done? 

.4. — It does not matter. But here the societies do not take the trouble 
of getting the different prices but they desire that information to lie fur- 
nished to them by some other agency. 

Q. — Is your .school at Anaiitajuir capable of lieiiig developivl into a com- 
mercial information luireau? 

A.— Ye.s. 

Q. — In this school at Ananinpiir they are teaching hanking, liook-koeping 
and amiuntuncy ? 

A . — Ws, 

— Do you MV any sign of that heitig utilised for training by men who 
want to go in for (commercial husinoH-s? 

A. — S<^)me of the i> 60 |)h‘ coming out of that school have liocii apiKiintod. 

V.-^Have any men Ixvn taken to the Co-operativo Department? 

A. — Yes. 

p.— Were they trained men? 

4 — They were trained men. 

Q. — About exivution of the de(*rces by the co-operative «<K*ietifw is 
fairly easy? 

.4. — It is difficult because we have to refer to the Revenue authoritM. 

Q. — What would happen if the ci)-operative departmental offl<^ra arc 
arintnl with |>owers of .summary re<overy ? 

A . — We can juwlucc wonderful results in that direc'tion. 

Q . — Have you got time to do that? 

A. — That w^e have to consider. If wo hn^c a gcKKl »t*;ff we can do that. 

Q. — C^an you do it without any staff? 

A. —No. 

p. — Suppose you had power. Then yon would have to do it? 

A. — Then automatically without using the power we will get the nic||iey. 
But at least for clerical work a staff is required. 

Q. — If you have no need to use the power there is no clerical work 
either ? 

A. — Actually we do not use, hut we have to make it appear that we will 
use the power by the issue of notice and other procedure, 

Q — *fhe village munsif is able to make the collections himself? 

A. — Tt is Iiecause he goc about, but the departmental offioeni cannot visit 
all the places. If he goes t*> the various places then there is no necessity 
for clerical work. But if he is not able to go, the necessity for clerical work 
arises. 

p.-^Ts there a competition l>etween the Imperial Bank and the oo* 
operative banks? 

Af — ^Tn this circle T do not find any competition. 
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Q . — Are the co-operative banks undertaking the business of the Imperial 
Bank? 

A . — Only the loan and sale societies. 

Q . — What al>out the fixed deposits P 
A , — Bo far there is no conflict. 

Q , — There is no competition? 

A. -No. 

What is tho co-oi>erative society putting on three years’ loans to 
municipalities? 

A . — Up to three years 4 per cent. Recently it lias been raised to 41 per 
cent. 

I Q - — What do they get in the Imperial Bank? 

A . — I think it is 4 per cent. 

Q . — A good deal of deposits wei'e in the c;a-operativo hanks. Is that not 

BO? 

A.— Yes. 


Q . — Is it a considerable amount? 

A. — Yes. 

Q . — Prior to the granting of the concession, whore was the money depo- 
sited? 

A. — It was not in the Imperial Bank. 

Q . — In regard to the money-lenders’ rate of interest has it been reduced 
as a result of the co-operative societies? Are the village money-lenders 
lending at a lower rate of interest now than thev were before. 10 years? 

A. —Yes. 

Q. — Is that due to the co-operative societies? 

A.— Yes. 


Why? 

A. — Because the people are getting at 12 annas there. 

Q . — Does the money-lender make use of tho co-operative societies as a 
means of recovering his dues? 

A. — It does not happen to a very large extent. We find it in a few stray 
cases. 

Q , — Is there any large number of loans given by the co-operative societies 
to repay the sowcarP 

A. — We do not find such cases to a large extent. In one or two societies 
%we found that arid we have stopped further loans to them. 

Q . — Are you not paving small sums for the repayment of prior debts? 
A.— Yes. 

Q . — Surely all the repayment of prior debts must go to the sowcars? 
A.— Yes. 

Q . — Has there been quite a lot of that? 

A. — About 50 per cent. 

Q . — To that extent the co-operative societies have been helping the 
, Bowcar to realize his loans? 

A.— Yes. 

Q . — Regarding cottage industries the co-operative societies can only take 
part in the marketing of the produce? 

A. — Yes, to find the sale for the products. 

0. — Is that all? 

A.— Yes. 


-What about the debts of the people? 

1. — For advancing to the weavers, it is not necessary that we should 
advance any amount for the liquidation of their prior debts. 

Q . — Why not? Is it not a fact that many of these are working on the 
advances made by the merchants? 

A; — They are. ^ 

0. — On condition that the produce goes to the merchants tbemiifves? 

1. — Yes» 
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Q . — How do you propose to get rid of thatr That is one of the priiu ipAl 
reasons why co-operative societies made so little piogrc^s. !>»> you agree 
A. — Yes, because we do not make arnuigeinents for the discharge ot 
prior debts. 

Q . — The simple fact is that there is no credit basis on which you can lend 
money to pay his debts. Is that not so? 

A. — Yes. 

Q . — It applies to weaving. Does it not? 

A . — Yes. 

Q. — It applies to the l»ell-inetal works in C’uddapah ? 

.4 .—Yes. 

Q . — It applies to vour cnrjiet-woaving at Adoni’*^ 

.4. —Yes. 

^).~What alKint Kudittani? 

A . — It d<x^s not npplv to that extent IwH'ause the people there aie not 
v<My much indehtetl. 

Q . — But wliy does the ((wipei at ive sotueiy favour it Is it still existing? 
.4.— It exists only in name. 

Q . — You say that it was not a (piestion of indt‘htedm'Hs. Tluui why did 
the society tail *' 

,j — Due to mismanagement. 

y.— -What alxint slate-making at Markupiir? 

.1 . — There also tlu‘ tailuu' is m>t dm^ to the »ndel>teilnt*ss but it is duo 
to t!ie mismanagement. 

(J . — There is no basi> msmUs tor loans'' 

.1 . - \o asstds. 

y. — It \<ni lend. <an the soiieties give anv guarantee to get the prodnco? 
l.—Yev 

Q . — But suppose th<‘ guaranti'e is there hut tlie pixkUk'O is given to some- 
body else? 

.4. — The> aie also doing that But if the inanagement is etftvdive. it 
can he given 

Q . — Wlien was the giving ot long and short- term loans startcsl'-^ 
.4.--Tln*ee \eai's ago 

Are sliojt-term loans now Ixung iischI for short-t ’ini purposes? 

1. - Now we are insisting upon that. 

“Are you insisting upon it eff^Mtively ? 

.4. — Yes, Sir. 


(The witncHs the» withdrew ) 


l"i 
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Friday, the 17th January 1880. 
BELLAKT. 


Present : 

Mr. H. M- Hood, I.C.S. (Chairman). 

Mr. P. J. Thomas, m.a., b.litt., ph.d. 

Ml*. Gopala Menox, m.l.c. 

Diwan Bahadur B. Mttnihwami Nayudu, b.a., b.l., m.l.c. 

Khan Bahadur V. Hameed Sultan Maiucaiu Sahib Bahadur. 


M.R.Ry. K. T. ALWA Avargal, Deputy Director 
of Agriculture, Bellary. 


Oral evidence 

Mr. Th omas : May 1 know liow lonp; you have h(*en in this district.^ 

A. — T have heen in tliis district for the last two years. 1 came to tliis 
circle in 1927 to conduct some inv(‘st i^aiion . f did that lor nearly 7i months 
and afterwards took chaise of this circle and I am in (*havp;e of it for th(‘ 
last li years. 

Q . — How long have you been in the Agricultural Depai tment P 

A . — 1 have got 18 years’ service in that dej)artment. I liave served in 
most circles in the Presidency. 

Q. — Have you got a fair knowledge of tlie e(‘onomic (onditions in this 
district P 

A . — f have. 

Q. — What is tlie net return from one acre of land in tlie villages nronnd 
tin's town P 

A . — It depends n])on the crop. If it is groundnut tlie laud will produce 
Bs. 50 worth. If it is cotton an acre will produce Rs. 25 worth and if it is 
food gi’ain like cholam l^s, 20 worth including fodder. 

Q. — is that the gi’oss yield or does it exclude the cultivation expenses? 

A . — Tt is the gi’oss yield. C’ultivation expenses for one acre of groundnut 
will he Bs. 20, i.e., the net income will lie Iks. 00 toi* one acre. (Cultivation 
expenses foj’ one acre of cotton will he Bs. 5, i.e., the net yield from one 
acre will he Bs. 10. For cholam or food grain the cultivation ex])cnses 
will he Bs. 8 |)er acre, i.e., the net income will he Bs. 12 ]>er acre. These 
are all the averages. 

Q . — Do yon take into consideration good .season as well as had season 
and good land as well as l)ad landP 

A .™Yes. 

Q . — What do you think is the economic holding in a district like Bellary? 

A . — 1 think it v ill be between ‘10 and JO acres. For this 1 have in mind 
a family consisting of a husband and wife with four children. It will give 
them in a normal year sufficient food for themselves, their cattle and also 
some money. 

Q . — What will he the annual income needed for a family like thatj^ 

— About Bs. 600. 

— When you say 30 to 40 acres I suppose you mean dry land P 

-Yes. It is all on the dry condition basis. • 

“Do you think it is necessaiy to have 80 to 40 acres? 

“It is quite necessary. 

Q . — What do vou think will he the average yield per acre? WilF# he 

Rs. 16 P 

A. —Yes. 
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Q. — 1)() >oti think it is mxvs-'Nury lor a lunuly ul thi‘ typo you itKMiiioU 
U» have* Ks. (KKJ per year lor nuuiiteivaiiee 

*1. — Jt is neeessary, taking into rxinsideration the luainleiuuue ol eatUe. 
Cuttle are as iniportant a> liunian beings and lUHni tHjual eaix*. 

tliere are aini)lo grazing grounds lune lor cattle:- 
-1. — 1 do not think, perhaps in the uestein taluks there may he. 

y. — 1 presume that you are aiH|uainte<l witli tiie marketing conditioUK td 
the principal crops, gi'oimdnut and cotton, in tins district I*' 

.1 . — Yes. 

—Could yon tell me who linames the ryots in tins di.stnet:'' 

.1 'Tlie ryot is mainly linamtHl hy the lamlholdei* in tlu* village, 'jliero 
are some moneyed landlords who hnaiuv tlnnr tenants. 

(^^.--Are ytJii aware oi dalals giving advances to the ryots in the villages 
around tJellaryJ- 

.1. — Yes. blit geneiallv the dalal.s give' advames to village niercliant ami 
the merchant gives the advances or disti ilmtiss then, to llic ryots. 

(j — J)(^ know that a good inaiiv ol the ryots aii* rcci'iv mg moin\v 

I rum the dalals 

.1. — II the dalal is neai' to the ryot lie advances money t<i the ryot. fl ho 
IS distant he does not advance to tlie rvot tor he ('annot watih liiiii. 

y. — It is stated m the inarkcding report ol tlu‘ Central Colton ComnntU»« 
that tlie sowcar is only responsihh' lor 27 per rent <»l tiie advances. Is that 
true oi this district-- 

.l.--'\'es. it yon mean hv sovvears the village merchants. 

(^f. — It is also dehintcly staled in thi‘ rc|)ort that the l>nlk ol the tiiiancing 
is done hy lainllords. Is it tine ol this district r 
.1. — It is true. 

(J. lUit Iruiii the mvesligalion r(‘centlv earned out aimuiul llellary it is 
clear tliat almost all tlie ryots gtd their advun{‘<\s troin tln^ dalals. How 
is it 

.1.- It might lie iiossihle in Hellary market wlicia' llu'v have got the 
gotlowii system. Yly remarks reler to mainly Adoni ami .Naiulyal. 

— When yon made emiuiries at th<‘ inst.anci' ol the Indian Cmitial (.'otton 
Committee, weie you askc'd to investigat<' aroumi Adorn oiily:- 

.1. —Adoni is tlie biggest market and I conlined my iiivc^stigat ion to that 
part only, hi liellary the marketing system is ipiile dittcrent. 

y. — So what is contained in the report docs not reler to llic Jlellary 
market Y 

,1. — Y\?s, it does not reler to it. 

V- — It is also stated in that report tiiat tlie cultivators are not hampered 
1\>’ tJieir borrowings in tin* djs[>osal ol their erojjs. Is it true 

.1. — Yes. J’iieie is iiotliing, no clause lai<l down to the elfeet tlvat the 
produ<*e should ho sold to him, i.e., to the lender who advames tlie money. 
It is only a moral himling it the loan is taken from a s*'vvear who trades in 
cotton , 

Q . — Could you tell im‘ who sehuted thest.' villages for you;" 

.1.-1 niysoH selected. 

(J . — Why did you select these particular villages 

A. — I select'Cd Adoiii hecau.se it is the biggest market in tlie district,, much 
bigger than Bellary. Secondly to get intormation from Bellary market is 
very difficult hut it is an open market in Adoni and you can watch and 
know every transaction that is taking place. Hen* in Btdlary the dalals do 
not ^ve any information. 

— Do you now recognize that it i.s not true to say tliat the eondition 
nientiont*d in the report are not true of thin part of the district:- 

A. — These cK>nclus:'on.s * not applicable to the Bellary market and tlie 
villages that are close to thi-s market. My investigation was about Adoni 
market, biggest market, and the villages affected hy that market. 

ifhe 0h<4irtHan : What is the Nandyal systmn Is it the same jcs the Adoni 
system Y 

A. — The major portic»n of the Xandyal hiionc^ss is on the toi w’ard contract 
wher«tiis iu Adoni it is ready, or outright sale from the seller to tU^ 


system 



116 


V- — Wiiero doe« the dalal come in in Adoni? 

I — When tlio village Miller and the village merchant come to the Adoni 
market to »ell their cotton, there the dalal conies in. 

Q . — But is not the Adoni s 3 * 8 tem that of selling direct by the ryot to the 
"ineixhant without any intermediary j' 

A . — In most cases there is no dim-t t'onnexion, hut with the assistance ol a 
dalal. 

“Tlien hon doe^ it difler from the Bellary .H 3 'steni ^ 

.1. — In Bellarv the stuff is stm-ked in the gotlown by the dalal at the 
risk of the sellei and sometimes there is some months’ delay for the sale to 
l>e effe<*te<l. whereas in Adoni it is outright sale on the same day. 
Tlie Bellary dalal is a rich money-lender. gwlown-owner and a 
speculator. The Adoni dalal is not .so very rich, does not advance very mucdi, 
has 1)0 gcnlown, dews not specidate but counts on claibv business. The influence 
of the Bellary dalal on the market is greater than that of the Adoni dalal. 
Jn BeJIaiw the dalal sells tlie j)rodnce of another vmy often in the absence 
of the owner, hut at Adoni the dalal attends to the sale (weighing, etc.) in 
the presenet' of the ownei'. 

Q . — In th(‘ Adoni system, who gives advances to the ryots for growing 
the eroj)V 

A . — Jn th(‘ villages, I have said it is mostly tin* landloid. The village 
fcowear onl,\ finances the extent of 27 per ccoit. 

— Where does the sowcar liorrow f rom 

.1 . — He often gets the inone 3 ’ from the dalaldai mJh) does not directly 
advance the money to the* cultivator. 'I’he dalaldai advances it through the 
village inorchunts. 

Q . — How lar is Adimi Iruni hereP 

.-1 . — It is about 40 miles. 

Q.~- The two sy.sUMiis are not so distinct as may at first sight appear. Is 
it a hard and last rule that the dalal in Adoni should never lend to the ryot 
d i lect y 

A . — No such rule hut he prefers to lead through village merehaiits in 
<*ase he lends. 

(j/.---b'rom yoni’ investigations can .vou chaw a definite line l>et\veen tlie 
Bellary aiva ol operations and the Adoni area ^ 

.1. — Peofile fi*oni 10 to 15 miles along tlie Alur road c'oine to Bellary with 
their produc*e and the others go to Adoni. 

(J . — But is there not a bit lu tlic middle where people may come to tliis 
side or that side?' 

A. — Yes, there is and then his destination depends upon the price. 1 ho 
village mercliunt know.s the price pi*evailing in Acloni and it is he who brings 
the bulk of the produce. 

^ (J . — What alnnit the Nandyal system?' 

A . — In Nandyal market the Buckingham and ('arnatic* Mills are the 
biggest j)urcbasers. They entei’ into forward contract with local inercliants 
and ask them to supply lint at a fixed rate. Local merchants (Nandyal 
jnercliauts) in turn c*nter into forward contract with village merchants who 
purchase the stuff from ryots. 

(J , — Do you know what .s 3 stem prevails in Coimhatoie ?' Have you any 
peifional knowdedge of the Tiruppur cotton market? 

.4. — Yes. There the merchants purchase from r.vots and sell to the com- 
mission agents of different mills. 

MuHhwatni AT/t/udw ; There i.s the dalal who advanc*es money to tlie 
ryot. On the day tlie ryot brings the pvcxluce to the Bellary market the 
price falls down. Then the 1 * 3 ’ ot can stock it in the godown, but in Adoui 
the ryot has to sell it. Is it not and, if so, wdio loses? 

.4. — Jf the price is low it is the ryot who loses and not thlT dalal, 

0. — Y’oii say that the Adoni market is better tliaii the Bellary market? 

A . — Yes, for the following reasons: ( 1 ) The seller (the ryot or the village 
merchant) and the hu 3 *er meet face to face and settle the term.s. (2) The 
eeller can ftiiisli the business and i-eturii to his village sooner* 
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the rvDt will sustain a li>s> it he eaiuiot fiiul u leather sale eii 
Utc» day ho brings it to the market. 

A,—Uc will fiiul a sale the very clay but there might Ik* a fall m the* i>ru'iv 

(jl, -But if the priet* falls clown aiul takc*N some* time to reeover, he eaimot 
sttK-k it in the meanwhile and he has to sell it and sustain heavy loss. Is it 
not? 

J. -\c*s. but llu‘re is the other risk also; b\ kcH*ping longc'i. the priee 
may go still lower. 

Q. — So, there is the disadvantage in not having the godou n s\stem in 
Adoiiiy 

l.—Yes. 

— it there were the warehousing system tlu* ryot would be* uhlt' to gel 
a l)etter pricc^r’ 

A. — Not always. | do not advjst* ry4»ts to spc'cniate. i'oiton is a dangerous 
stuff. Instead of rising, the* i)nee might fall. 

y.- Do you think hy having the godow n system in Hellary. the lk*llai> 
pCHjple are getting a liettc*!* pruv:'" 

.1 . — I do not think so. 'J’lie Adoiii ryot thn's not lost' under the itadv sah' 
system. 

-Do .von kutjw that in Adoni also tlu'i*' is the \ illage incn'ehant 
wlio sUK-ks his own c-otton and takes it to tin* market ' Kither the merehant 
htiys cotton outright or on the undei standing that as soon as the sale* priet' 
is received he will pay liie monc'y to tlu* r><)t. Does^e gc'iverallv huy cotton 
on his own account'^ 
l.-Yes. 

(J. — If the landlord lends money on tin* si length ol the |>i odn<-e, diH's 
ho watch the prodiu-e when the ryot brings it to Adoni for salor" 

.1. — Ho will be certainly watching, in order to dc'inand his inoiu*y as soon 
as tlie ryot gets the* sale money. 

— Doe.s not the lyoi run the risk ol having to sell the [irodtiee once it 
is brought to Adoni r 

.1. — It is onl.\ in a lew cases that the ryot Inings it lo tin* A<h>ni market 
and that only the* big ry«)ts do and in many < as<*s tin* village merchant who 
purchases the cotton m the village's Inings tin* prodine lor sale. He know's 
the maiket rates before be (arts the prodme* to tin* market ami tin* rise* and 
fall is ^ery little between liis c'xpeeted price and the actual sale iniet*. 

— It it is the village merehant who advises the r\ ot as to ulieii to 
soil and so on it rs just like tin* dalal mereliant in Bellury. riie Bellaiy 
daiuLvulso advises the ryot wlieii to sell and it the price is not tuvourahlcj 
lie advises him to keep his goods in the godow n pc'iiding i ise in pric e 

.1. — The village met chant is not a dalal hut an ac tna! buyer in tho v illage 
from the ryots. He is doing actual husiness and not acting as a dalal. 

Q . — Suppose the merchant sells, does he pa\ the ryot at once; He allows 
the seller to take the j)rodiK*e as .soon as it is sold and when he gets the Money 
pays it to the ryot. 

.4. — The village mereliuiit jcay.> to tlie ryot at onct^ at the* .ic'ttled rate 
before the produc:*e is lenioved and in some eases from the village and in some 
cases part-payment is done and the rest i.s paid wlien the village merchant 
returns to the village aftei tlie sale in the market. 

Q . — So the dalal in Beliary charges by way of eommis.sion, but the dalal 
in Adoni earns by way of giving low price to the ryot, who clcx^s not know^ 
tho current market rate. I.s it note' 

A. — The seller whoever invglit he (ryot or the village merchant) conies to 
know the market rate at Ado d l>eiiig a o[)en market and the dalal cannot 
cheat the .seller on rate. The dalal at Adoni gets comniis^ioii for his work 
which is mostly supervision of weighing and passing. 

O.—ls there not competition in the village Ijetwc^en the merchants? 

A. — There is and the margin of profit that the merchant gels in Adoni 
IS less than the commission that the dalal chaiges in Bellary, 
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Q.- — So, there is not iiiucli <iitforenc-e l>etwceii tlie two systems; one 
elaitiiK tlie margin l>et\veen tlie price he stipulates and the price obtained 
ill the market %vhile in the other case he stipulates the percentage of com- 
mission on the sale price. Is it not}* 

d.. — There is difference. In Bellarj' the dalal settles the pric*e for the 
stuff siore<l in his godown by the seller. The getting of proper and real 

S hy the seller depends upon the honesty of the dalal. At Adoni the 
and purchaser meet face to face and settle the price. The dalal only 
after weighing and passing and gets commission for his work, lu 
Bellary also the dalal gets i-ommission as in Adoni, but in settling rates he 
takes full res|>onsibility. 

Mr, Thomas : Do you nut think there is much cheating taking place in 
Bell ary Y 

A . — i have heard alxmi it, but I have no personal knowledge. 

Q , — What about weighing?' Is there not false weights used in certain 
transactions Y 

A . — 1 have heard of it. 

y.- -Is it more prevalent in Bellary than in Adoni?' 

.1.— B<ith places arc equally bad in the matter of weights and weighing. 

Q . — In Bellary the r^ots who deal with dalals are at their mercy l>ecause 
of advances taken from them. What relief would you suggest for relieving 
tliem Y 

A . — TJiere must be some other source from where they can get advances. 
Q , — As an ofheer of the Agricultural Department you might bo thinking 
about thisK ^ 

.4. — We look to Co-oxierativo organizations. 

Q . — Do you not think that you .should take greater interest in the busi- 
ness side of agriculture!" 

4. — 'riiere are two loan and sale societies, one in Bellaiy and aiiotiier 
in Adoni. They are mainly worked through our help. 

(J , — Do you not think that tlie iiusiness side of agriculture is more 
important than liaving f)etter <ro])!" You ma> have a large eiop hut it 
may he sold for a low j)ricei" 

1 — The business .side of agiiculture is equally iinpojtant. 

Q . — In tliat ease do you think the |>re.sent training of agricailtural officers 
is sufficient to enable them to undertake this kind of work in this Presidency?^ 
Are they given any tiaining in economics and Midi things as marketing, 
lioldings, etc.?' 

.1. — Yes, they are given such training to a small extent. 

Q . — Have you Inmn in tlie Coimbatore Colleger' 

. 1 . — Yes. 1 am a student of that college. 

Q , — Do you get an economics training there!" 

.1. — Yes, wo had a few lectures on rural economics. 

O.— You will be surjirised to hear that that tsiurse is now discontinued?' 
A . — 1 do not know. 

Q , — Have you seen the .syllabuses of other universities where agricul- 
tural degrees are given Y There they insist upon at least two papers in 
economics and marketing P 
4.— Yes. 

Q , — Is there any university which gives any degree in agriculture wiHioui 
a regular course in economics P 

4. — Of course in the Coimbatore College also they have -a prolesspr of 

economics. 


(The witness then withdrawn.) 
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Satordfty, the 18th January 1930. 
B£LLABY. 

Present: 

Mr. H. M. Hood, T.C.S. { Chairman ). 

Mr. P. J. Thomas, m.a., r.litt., rh.ii. 

Mr. C. Gorala Menon, m.l.c. 

Diwnn Bahadur B. Miniswami Xavi'di’, b.a., b.l., m.l.c. 
KJian Bahadur V. Hameeu Si ltan Maricair Sahib Bahadur. 


M.R,Ry. A. D. THANDU MUDALIYAR Avar^al, Hospet 


{Xafr. -Tho witness presented the tollowinpi ineinoranduin of writtt^n 
evid(‘iU‘(* to the C'oniiuitt<*e. ) 

/. — :i ri i }ij t a ra I ovdii and trrdif f<n dit it's /or small nid nsf rirs. 

]. 7'iie inajorif.N of the cultivators borrow inon<*y from l<KaI money-lenders 
and the>’ make very little distincticm between expimses ol cnltivatioii and 
otlno’ necessities. 

'I'lie rate of intert*st ranttes from 12 to 24 per cent. In many cases forward 
raUvs for grains arti tixe<l by tho money-lender which are cheaj>er tlnin tin* 
maiket rate. 

At times ol scarcity th<» Iandi)oi(h*r resorts to Gov4‘rnm(mt h)ans nn<lei‘ 
the prf)visiorJs of tlie Agric'ultnrists Loans Act and the Land improvement 
Loans Act, but they ar(' very few as the difhchities of obtaining the loans an* 
many. 

'rb<> loans are obtained from the moiuw-lender on .s<Murity and pro-not<‘ 
and they gradually d<‘V4‘loj) into mortgage loans as intei(*sts ac^umnlatic 

.j^Hfese loans aie gemually .sliort-tei'm loans. 

the Government, nor the Jm|HMial Bunk nor any joint-stock 
Tiirnlai play any appreciable j)art in financing the cultivator direct. 

( 'o-opera tiva‘ .soc ieties .advam c* loans in v<‘ry few cas<>s. 

Kxceiit the village sovvcar none else jilay greater part in financing the 
agriculturist. 

For the permanent iinpioveimmtH and purchase of lands not much help 
is rendered. Hemes* the ne<x*Hsity for starting land mortgage banks in ahm>.t 
every taluk to start with, with a lower rate of interest, say, at 0 per <s»nt, 
repayable in ‘^) to ->0 annual instalments. 

Bolder the (‘xisting conditions the agriculturist has little margin of |>rof«t 
to himself. 

't^ere is scope for improvement by proper working of the co-otmrative 
societies in the villages. The Government can very well spare its idle money 
to the co-operative institution.s, or influence the rni|>erial Hank t*) give 
greater amount of cash cred t to the co-operative c‘<mtra1 hanks at n low 
rate of interest. It is regrettable that the Imperial Bank is not Hatisfied 
with the security of co-operative paj>ers and it has begun reducing the caslr 
credit to co-op<?rativ© hank.s by 20 per cent efwh year. 

It is difficult to estimate the capital rec(uired for cultivation expenses 
and permanent improvements, etc., and it is worth while for tlm Govern- 
ment to take it up and it is found to be a very useful informa^iaii* 
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There in no co-ordination of any kind existing now and it will be tiseful 
if there should l>e co-ordination t>etween the State bank and the co-operative 
institutions, _ 

2. Markets are held in important centres. The village sowcar who 
finances the cultivator introdiK^cs his client to a merchant in the market 
centre, who acts as his commission agent. More often the village sowcar 
himself purchases the produce outright at a lower jirice. 

The dalal menhant in important centres advances money ^ the village 
money-lender who in turn ]>ays for the expenses of the cultivator with a 
forw'ard contract of bringing all his produce. 

There is possibility of pooling if the cultivator were independent of the 
sowcar. The few that are independent have not realized the advantages 
of pooling. 

Right now there is co-operative effort ))ut with adequate jiropaganda 
there are ]iossibllities. For instance the dairymen, shepherds, cumbli 
weavers, etc., could be persuaded to Ho so. 

The average cultivator having borrowed the money needed for cultiva- 
tion is forced to sell his jiioduce sooi» after the harvest wdien the market is 
dull. The others being in iiecd of money for agiicniture and other expenses 
are also forced to )inrt with their produce. 

The former cannot be helped unless the previous mortgages are i*edoeined 
and is financed foi- cultivation exfjenses too. 

The facilities needed by the latter are advance of money on pledge of his 
produce, which could lie easily undertaken by the ])ri!na!y societies. 

Export trade has <s>nsideruhle financial facilities in the way of easy credit 
from the institutions like tb(‘ Impcnial Hank and others. 

There are central co-operative banks almost in every distiict now and 
if these could be linkcnl together with sufficient State aid the facilities for 
marketing would be improved and rmule cheajxvr. 

Hundis are the only bills of exchange for internal remittances. The co- 
oj)erative banks and urban l>anks in i)arti(nlar may w(dl be allowed to do 
bnndi business for reniittan<‘es. 

M. The value of wot lands vary from 2(K) to rupees per acre in 

this disti'ict and of dry lands 1‘rom 25 to 150 rnpi'es. 

Sale by private negotiation always fek-b the bigliest value. 

The lands that are sold by civil courts fetch the least as generally good 
lands are not allowed to lie sold by the court. 

When tlio produce in tlie land is not sufficient to meet the cost of Ctflti- 
vat ion and land reveniu*. it is given up and naturally sucli lands are sold 
by Government and hence they do not fetch even to the extent of the aVrenrs 
of land revmiiie due. 

4. There are no legal impediments to mortgage of land or ngricnitnrni 
holdings in the district. 

Land mortgage banks have to be started. As it is difficult to finame 
thes(> banks by local deposits and also to sidl debentures in the district, the 
only alternative left is for the apex bank to issue and sell debentures. 

A s|)ecial staff is necessary to value the lands and decide titles and recom- 
mend loans and fix the ])eriod of repayment. It is desirable to grant ioans 
through village primary societies. 

This course will enable easy collection of instalments and it wdll enable 
tho land mortgage banks to save a great deal of expenses and also enable 
tlie hanks to rj^diic'e rate of interest. 

Mahars registered by Khazis sliould be intimated to the Registration 
departments hy the interested parties. Otherwise the mahars should be 
treated null and void. 

Tt is highly necessary to maintain a register of titles to and enjoyment 
of lands in each village hy the karnam and he must see that the owner is 
always a paitadar. 

5. Special investigation is necessary to find oqt the indektedness of 
agricultural classes, 
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1 

nie rale of intereAt is 12 to 24 per cent compound, calculated every 
yew usually and often once in six months too. 

Foreclosure of the mortgages. 

Yes. Tlie farmers are l)ecouiing tenants. 

Yes. It takes away the incentive to effective cultivation. 

6. There are subsidiary industries such as cotton-ginning, groundnut 
decortication, handloom-weaving, dairy-fanning and gardening. 

All these can be encouraged by co-oi>erative purchase of raw materials 
and c<M>i>erative sale of produce. 

Bee-keeping and poultry-farniing, hand-spinning in cotton areas. 

Credit through co-operative .societie.s. 

7. The relation.ship l>etwcen tH>-<ii>erative bank and the Imperial Hank is 
more formal than real. Hitherto the Imperial Hank 1ms Immmi giving over- 
drafts on the security of the societies' pro-notes. Now the said hank haa 
been insisting on replacing the co-operative smieties* pro-notes hy Govern- 
ment bonds. This would result in heavy loss to the hanks owing to the 
ffuetuation in market rates of the l>onds and also on a<‘<*ount of tlieir low 
rate of interest. 

The Iinj.>erial Bank should Ive made to reduce the rate' of interest on cash 
credit on overdrafts to at least 4 per cent. 

The indigenous hanks should also Ik> hrought under c'ontrol hy intrcMlueing 
licence and insisting on the auditing of thedr accoiint'^ and pr«'v<‘nt ing un- 
conscionable charges and terms. 

The Government may with advantage give grants to group of primary 
societies for maintaining tiained and expert staff, to run the MH'ieties 
efficiently in the early singes till the societies are ahU* to staiid on their own 

II — I tuUgenoHn hanking. 

1. The Marwaris and merchants are thc‘ chief hankers in this district. 
They lend money tii the peojdc' at 12 to IS pe r csuit interest and also issuo 
hundis on Bombay meichants generally. 

Tlu\v arc» intermediaries for the sale* of piodnce on cornniissiini . 

2. The indigenous hanker is the main financier for tin* agri(*ulf me, trade' 
and industry . 

3. It necMls a special investigation to estimate tin* uinount oi capital 
invented in indigenc^us hanking, Tlic^ tnerchants generally iMirrow from Mar- 
waris at 9 to 15 |)er cent interest and the lattcu from their own csnintry, 
Marwar and Houihay, merchants from 5 to 0 i>4‘r cent. 

No relationship exists Indween the indigenous hank(‘rs. co-operative hanks 
and other banks. 

Among the indigenous fiankers the inercdiants Inirrow nionc\y sometiun*s 
from tlui Imperial Bank on the pledge of I'rcKluce and pen^ona! sc*ciirity. 

4. Two kinds of hundis are prevalent — 

(a) One payable on demand. 

(h) Pa.yable on 8[>eeified date. The rate of interc^st depends largely on 
market rate, i.c., from 1 anna to 3 annas per Us. KX). 

The extent of hundi transfers can he estimated at Hs. 10 lakhs j>er year 
in Hospet. 

5. Indigenous banks grant loans on mortgages and on accounts for agri- 
cultural purposes. They also allcjw' cash credit for cultivation on the 
understanding that the jiroduoe is .sold through them and it is given on 
extensive scale, 

6. The agricultural coiniiiu/Mty pay in money 12 to 18 per cent inter<*st 
and in kind up to il3 i>er cent. 

Bhort-terin credit on lower rate of interest may l>e made available Uj the 
indigenous ^nks and bankers in order to facilitate trade and agriculture 
and it is bound to improve the standard of liv'ing of the agricultural 
muuity and help to increase their produce b> adopting improved inetnoas 
and h^tor implements. 

1 » 
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7. Th^r^ in projudico ap^ninat the indigenous hankers and in spite pf it, 
they are the only people that are resorted to. 

Yes. The indigenous banks are well protected legally and piost of the 
business is conducted on sound lines. 

Co-operative credit movement has to l)e develoi>ed and the banking system 
of the country has to be linked with rural credit, through the co-operative 
institutions. 

8. Starting of banks on oo-o|>erative basis for the indigenous bankers 
in all taluks and other big centres in the district hnaneed by the central 
banJ^ with the help of the Government will enable the banks to finance the 
cultivators for a lower rate of interest. 

9. The net return of the indigenous hankers after all will he from 9 to 
12 per cent but the Marwari makes a little more as that community confines 
itself only to money-lending on mortgage and sureties. 

10 11. The indigenous ))ankers are able to meet the demand whenever 

the security is good and it is desirable to help them to do real hanking and 
to link them with the banking system of the country. 

It is advisable to open a reserve bank with its branches in this mnfassal. 

III. — Inveftimenf hahit (md the aftrnrtion of cap\fa]. 

1. There are very little hanking resources existing and even the little 
that exists needs developing. 

2. The actual cultivator leads hand-to-mouth existence and he hardly has 
any money for investment. Even if any saving is left, veiy few facilities 
exist for investment. 

3. The postal cash (‘ertificute can he made popular by raising the rat^ 
of interest and the same with the savings banks. 

4. The middle-class people and officials resort to postal savings ))anks. 

The people have to ho educated and the number of post offices to be 
increHsed. 

The cultivator has practically no surplus to invest in Government 
•securities nor is it advantageous to him to do so under the existing conditions. 

5. The banking and investment hahit is really slow and it is entirely due 
to illiteracy and poverty. 


Oral Evidence. 

Mr, Thomas: What are the stages through which handloans become mort- 
gages P 

A . — The money-lender goes on adding interest to the principal and it 
accumulates. Then the property is mortgaged and when the accumulated loan 
is likely to exceed the value of the mortgaged ])roperty the lender naturally 
takes the sale deed at times and so it j>asses on from the cultivator to the 
morchauts. 

O. — Is it usually a matter of a sale l)eing effected by private negotiaiioii 
or cioes the lender go to court P 

.1. -“-Generally the matter is arranged hetwTen the i)aities themselves by 
means of private negotiation. 

(^. — Under that system, does the owner .secure a decent price for his 
land? 

A . — He does. If it is a good laud it does not go to court at all. 

Q , — You said earlier that if sold by private negotiation the price realised 
is nigh w^hereas if it is sold by court it is alway.s bound to be low'. Why 
it so? 

A. — If the land is worth the amount advanced, they generally settle the 
matter out of court. It is only when the debt increases and it is not possible 
for the debtor to repay the amount that the debtor gets persistent in not 
paying and keeps quiet notwithstanding the matter goes to a court of law. 

Q , — ^Then the lender does not get the whole amount due to him? 

A.— No. 



m 


'Why it that court do not foU‘h u liigh price? 

'It is because good laiuLs are never allowed to go to court. 

— But do the bud lande» j>old by ci>urt fetch at le«»t the pi ii-e that they 
deserve? 

A . — If the land is really good, it does not go to tourt at all. 

Q . — What 1 want to find out is whether the inferior lands sold at t?outt 
auctions fetch at least such prii-e as they deserve, surely even thiid-iute 
lands have an appropriate price? 

A . — It is not a question of the ryot there. It is only a question of the 
money-lender. The latU*r tries his l^est and ho gets some of his nieu even tii 
underbid the land and very few [>oople will l>c there to attend the suU*. 
Because the sale is not sufficiently advert ise<l, naturally the lyot gets die 
lowest price. 

Q , — Who lienefits thereby ? 

.1. — The money-lender of course. 

(j , — Is it liecause tlie luuucy-lciider has got more inlluciitc in the phu-e 
than the borrower? 

.1. — Yes. 

there many cases of sale>» of land lor arrears of land iiMcnuc? 

— There are some but not many. N'ery good lands arc not allowed 
to go in for sale by the Govenmient. Some liorrow money and jiay the land 
revenue. But it is only in tlie ease of the ryot who finds that be will inU 
l>e able to get sufficient from liis laud that kevps quiet and d<K»s not pay 
the land i*eveniio and allows tiie land to Ik' sold in iiuctnm. 

n — Because it is not paying, lie wants to get rid of the land? 

.l.—Yes. 

Q From vour experience, can you say what propoition of loans load to 

such sales, i.e., to the passing of land Ironi the hands ol tin* ryot to tho 

put it at 75 pt'i- tfiit. 'I'liat niv eNperiemt' iii lio.'.pel. 

Q Does tlic iiionov-lendor in Hospct s>liow unj- leiiiU'ncy to own lunil 

himself? 1 huve heard of money-lendeis shirkini' tho uottiiisition ot Uiml, 
that being a had liusiness [)roi>ositioii ? . 1 ,. 

, 4 —That IS only in tho case of tho nioiioy-lendcMs Iroiii onlsido, «“'“«'>> 
tho Murwnri moiu-o -lenders hat not ni the case ot the looul ulonej -londois 
who are also merchants. 

(J . — Are they Vuisya merchants.'" 
yF— Yes, and even Lingayats, 

V.-Ls it their ai.n when they lend money to aoquuo tho land ot tin. 

lH)irower ? . , , 4 . 

— Soiiietimes there is that intention. 

Q.-When the money w itli interest thereon uooumulalos to a oortuin amount 
the money-lender presses for payment? 

J;~?«nother man aero to 
and the highest bidder gets the land. Is th.it rigtit. 

A.— Yes. 

e.-You say that the Imponial 

tH>-operative banks. Have you any id a ^ ,.o-oi)erative banks to purohnso 

A. --The Imi^rial Bank now insists 

the Government securities. They p > (.()-oi>erutivo papers uro 

security. But on tl*® Recently, tlie Iron 

much more valuable than the invested their money on Govern- 

Bank have lost lieovily J tw swurities Iia^e gone down, 

ment securities at par and now the pii • T,Y„>crinl Dank should insist on 
Wliile such is tho case I do not see why the Imi>ciiai uai 

a bargain like tliat. . ^ 

O.-Do you invest at all not commercial l>eopIe. 

J._Ver.v seldom. On the 
We are just there to helf) the agncultu l I 



124 


Q , — You think that the c€M>i)erative paper is good enough aud th^t, if ’ 
the decision of the lin[>eriai Bank is due to any want of confidence in tlm 
co-operative pai>er, it is not reasonable? 

— Yes. 

Q . — ^You say that the co-operative banks might l>e Linked together for 
improved systems of marketing. In what way can it l>e done? 

A . — 1 mean that they should l>e linked together with the other banks in 
the district or the Presidency. 

Q , — Which other bunks? 

^1. — You have got the lnji>erial Bank and the joint-stock bank. 1 do not 
think there is any co-oixl illation In'tweeii one hank and another except the 
lmiH*rial Bank having the monopoly in the district. It is only they that 
can rush on with the business and the other banks have no facility. But it 
is very convenient even in villages if you give the facilities to the co-oi>erative 
banks and the central bunk in tuluk headquarters and wherever tliere are 
branches of the Imperial Batik the sub-treasur>* transactions take place 
thi\)ugh them. 

Is much reinitiaiu-e now effected by the co-operative banks beti^eeii 
the village and the trade centre? 

A. — Yes. There arc lots of them. 

0 . — There is no difficulty about that? 

A . — There is a difficulty now. 

0 , — What is the difficulty? 

/I. — The money as it comes into the village has to be taken to the taluk 
lieadquurter.s and, if the amount is less than Bs. 150, no treasury will receive 
the amount for remittance and in some cases tlic money which" was brought 
buck was lost on the way. 

Q . — Wliat facility do you want in the iiiattoi ? 

A. — I think that any money that is taken to the treasury for remittance 
should be received by the treasury. It is only a question of a sub-treasury 
transaction and the co-operative iiioveiiient is only a qiiasi-Governnieiit 
movement. 


Q . — Do 3 'ou also suggest that co-operative banks might be allowed to 
trausmit money between different trade centres? 

A, — Yes. 

— In wliat way? 

1. — The discounting of liundis aud cheques. 

Q , — Of trade paper also? 

Ag — Yes, 

Q , — Of the iiiembor.s or of others as well? 

A. — Of anybody. If the co-operative society is given the power they 
can easily transact all the business in the village. 

0.— Would it not be ivssuiiiing tUe functions of the commercial banks? 

A, — Yes. 


puriK)sc.s of self-help, is it not? Are those 
Other functions consistent with the principle of co-operation? 

A.— I do not think co-operation stops there. I think we hare to find a 
market loi the produce of the agriculturists and then it comes to commerce. 


I leally encroach upon the field now covered by the joint-stock 

banks? Are the clients whom you want to help iieople who generally resort 
to such Fui’ther there are places where such facilities are not 

existing, and hence the need of co-oiieration discharging some such function? 

A , — 1 do not see any wrong in that. 


.«,! wilt iL’SSetaiSL'T'"”*'” *» 

P*;®®**** .facilities. But with improved facilities they 
could verj' wefi do it aud 1 think it is worth while doing it. 

com?i;;2arbInksp‘’'®“ «>-®P«»-ative central banks should become 

tlotte. That will be only one branch of 
the work done by the co-operative central banks. 
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U . — Do you know of any c-o-operativc Imiik^ now doing thia workF 
if. — We have got some loan and sale soc!ieties. 

J . — Are they discounting hundisP 

. — Particularly the co-operative banks are discounting tho lutndit 
because tiiey have got no transactions with tlie provincial bank in Bombay. 
Whenever huiidis are brought we receive theiii and discxiunt them. 

O. — Has this causetl difficulty with the Imperial Banki^ 

A . — Not at present l>ecaiise it is an independent transaction. 

>. — Do you know of any urban banks carrying on this work of remittaiueP 
1. — 1 do not know. 

Q. — Are you conversant with the luurkctiiig c-ouditions in Adoni!^ 

A , — 1 am not. 

Q . — You say that ‘ the village sowcar who finances the cultivator iniro- 
duc'Os his client to a merchant in the market t'cntrc who acts us his <H»m- 
missioii agent, more often the village sowcar hiuLseJf purchased the pnxluc-c 
outright at a lower price.’ Will you explain that a little further ^ 

A , — Ho first finances for cultivation exptuises on the expivss condition 
that the produce is given to him on a forward rate winch is much choajK'r 
than the market rat© and he gets the whole lot of it .soon after^tlio harvi^t. 
Then it goes to the middleman in the town or the market centre whore it 
finds a sale. 

Q. — Is the middleman a dalal*:" 
a /—Yes. 


(>. — Is this sowcar bound to give the produce^ to the dalulP 
.1. — He is not l>oun(l. But probably he has transactions with him and 
whenever he is in need of money ho g<K?s to him luid borrows from him. Natu- 
rally ho would like to send all his goixls to the middleman. 

Q, — So, actually, the produce has to l>e delivered to tiie dalals, from whom 
they take advam*es!^ 

A . — They do as 1 imdorstand it. 


, — Is it so in Adoni? 

— I have no idea. 

. — Is that the usual method P 
— ^Yes. 


Mr. Muniswccmi Nayudu: Mr. Muduliyar, you are connected with the co- 
operative movement F 
A 4 — Yes. 




. — For how many years? 
From 1907. 


talul 


Q. — You are at HospetF 

A* — ^Yes, 

Q.— And you know the economic condition of tho people in that taluk very 
intimately ? 

A , — I know to a certain extent. 

Q . — Are there a large number of co-operative societies oi>orating in that 
UK P 

A, — W© have got nearly 35 to 40 societies, 

0.— Could you give^he proportion of the numljor of co-oi)erativo aocie- 
ties to the number of villages which you have ultimately to cover in 
taluk P 

A.— We have got alxiut 200 villages in all and there are only 35 to 40 
societies. 

. — Are the priniarv societies functioning well? 

. — ^Not quite satisfactorily. 

. — ^To what causes do you attribute that? 

.—Want of proi>er men to work. 





^ -i» that tke only reason? 

1. — Want of facilities in the societies too is another cause. We are not 
giving sufficient facilities to the agriculturist whenever he wants inoney. 
If he goes to a sowcar on the other hand he can get money from him at 
any moment whereas here it is not the case. The loan application has to 
pass through the society for w'hich it takes nearly a month to the union, 
r'rom the union it has to go to the central hank and all these processes necc.^ 
sarily take a long time. That is also one of the reasons why the people 
do not care to go to the co-operative societies for the loans. 

Q . — What you say is that there are delays in the matter of sanctioning 
of loans. Is that what you mean? 

4,— Yes. 

Q . — I suppose that these delays could he minimized l»y a proper working 
of the society. Could not that l>e done? 

A . — It can he done. 

Q , — Have you got any society out of the societies that exist in which 
it can he said the working is goixi ? 

A. — There are one or two such scK*ieties. 

Q . — Jn sych .societies the delays have hoen miiiimized? 

A. — Yes, because they are very near the headquarters of the central hank 
and lor some unions the privilege has been granted of going stiaight to the 
central hunk without passing through the Registrar or Deputy Registrar 
and there are cases where the loans are got within a week. 

Q, — Then witli whom lies the initiative in the matter of pulling up the 
other societies? Is it in the central hank or is it in the unions? 

A , — Wo cannot exactly say. But I think it is more due to the ignorance 
of the people. 

Q, — But surely the central hank might spend some inoney necessary to 
pull ux> the societies? 

A. — Tliey can do it hut probably it will he very e.\|)ensive. 

Q , — Do you mean to say that the central hanks could not afford the funds 
nec^essary for it? 

A. — 1 think so. 

Q, — There is what is culled supervision funds? 

A. — Yes. They are given to the unions for their suxiervising i>urposes. 

— Who has the supervision funds? 

I, — The central bank are only the custodians of the fund. 

Q , — But do you think that the funds now available are sufficient to main- 
tain a proper establishment? 

A. — No, not at all. 

Q . — Have you got any suggestions to make for iinjiroving the sui>ervision ? 

A . — I think it entirely depends upon the funds available. If only the 
money is got, then the work can be done. 

? . — Co-operative societies now deal only with short-term loans? 

, — We are granting short-term and long-term loans. If the loan is 
repayable in a year, it is a short-term loan and if the loan is repayable by 
instalments spread over a i>eriod which is more than a year, it is a long-temi 
loan. 

Q . — In this Hospet taluk generally the lands are more valuable than in 
Bellary P 

A. — Because of the w’et lands. 


— Does it consist more of wet lands? 
•—Yes. 


Q . — Do you sny that the margin left for the cultivator to repay any debt 
that he may borrow’ is more in the case of the Hospet cultivator than in the 
case of the Bellary cultivator? 

A. — Yes. It is liecause every cultivator has both wet lands and dvy 
lands. Even if the dry cultivation fails thei'e will be the wet cultivation 
for him to resort to. But it is not so in Bellarj’ where the seasons ore 
failing and the overdues ai'e increasing evei*y year. 

Q. — It is in Bellarv town? 

1.— Yes. 
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O. — It is not so in Hospt^t? 

A -Not so much. 

With regard to the Joug-term loans, for instance those of tW old 
4ebte the tenants have aheady incurred and in resjiect of which they are 
indebted to the sowcars, do you think that the present coK>j>erative sotnelies 
operating only for loans extending from one to five ycai's could satisfy all the 
requirements of the village? 

.--Certainly not. If you really want to spi'end the co-operative move- 
ment in right earnest 1 think that there must bo long-term loans ranging 
from 25 to 30 veal's lor the puri>ose of discharging the old debts and then 
the co-operative credit societies can advaiu'e them only to help them to 
cnltivate, 

— The point I am aiming at is this. All the rixiuircnuents' of the rvut 
are not met by the co-operative society, so that respect of old debts tliat 
are longstanding the ryot is still in the hands of the sowcar. Is tliat not 
so? 

A. — Yes, in many cases it is so. 

Q, — Do you contem])lati^ the possibility of the nvoperntive stKrieties Iming 
able to redeem the ryots in respw t of all their debts and then make them fit 
for attending to the cultivation bv giving them short-term loans P 

A .—Yes. 

Q . — To give effect to that wliat would yon suggest? 

4 — ] would suggest different banks for long-term loans. 

Qj — Is it to be the land mortgage hank? 

4 — Yes. The mortgages completely l>e re(h‘€mied and the co-operativo 
credit swieties can l>e ai)i)roached for the ])urpr>se of Khort-term loans for 
cultivation expenses. 

Q. — Do you til ink that there is any possibility of a land mortgage hank 
l>oing start^ in Hospet taluk? 

A . — That entirely depends upon the dolmntures and the guarantee that 
the Government is to give and how wo are able to Hoat it. 

Q . — The Deputy Registrar of Co-operative Smieties, Rellury, was saying 
that having regard to the failure of the seasons and the nmertninty of the 
crops there was not much possihility of a land mortgage hank being Ktartcsl 
in Rcllary or for the matter of that in the Coded districts. Do you agree 
with that view? 

4. — f do not. On the other hand that is the reason why we slionld en- 
courage the establishment of a hank. 

Q. — You know that the central land mortgage hank was start(‘d in Afadras 
with a view to finance the land mortgage hanks in th<' mufassal and I think 
Iho Government have undertaken to guarantee 6 per cent interest on dclam- 
tiires issued for the first five years during the curnuuy of those dehontures. 
Do you think that local capital will flow in to take delionturcs if /i land 
mortgage hank is started at Haspet? 

A. — It may not he possible to have local deposits. It it is floated in 
Afadriis, I think it may. 

(?.— Now what do you tliink should be the perio<l of reimyment for the 
loans that are t^ he given for the repayment of old debts? 

A. — I think that if the period is fairly long, it will Ik‘ easier for the ryot 
to repay. 

— Wliat should l>e the period ? 

. — 25 to 50 years. 

Q . — Do you think that if loans are grantexl to lie repayable by ef|uat 4 *d 
instalments spread over a perif>d of 25 yeai*s and al>ove the repayment would 
l)c made by the borrowers? , . • i 

A. — I think they will do it, because particularly the cultivating clasf«<s 
are the losers for now they have to part with their lands wJiich go into the 
hands of the moiie.y-lender8 in lieu of their debts to them. But if the long- 
term loans are given it will really be a boon to the people. 

Q . — ^But is there any real demand from I he i>eopIe themselves? 

A. — Yes, A numlier of them would go in for such a bank. 



Q , — Supposing a land mortgage bank is started in Hospet, do you think 
it has got a chance of working well? 

A. — 1 think it has a chance of working, but the only thing is it is not 
going to improve the ryot because no sufficient margin is given to him for 
improving his land. 

-Do you want the land mortgage bank to lend at 6 per cent? 

-Yes, 

Q , — But surely the land mortgage bank has to borrow at 6 per cent. 
^Then how can they lend at 6 per cent? 

A, — does not matter if it is only a matter of one or two per cent more. 

>. — Than the rate at which it borrows? 

l. — Yes. But now that is not the case with the co-operative banks. 
We get at 6J per cent front the urban bank and by the time it goes to the 
borrower it comes to 9i per cent. 

O. — You say that for short-term loans the rate of interest is 9J? 

iv— Yes. 

Do you find it possible to reduce it? 

. — It is not advisable to reduce it now. 

Q, — And yet you find that there is demand even for these shoi*t-term 
loans in the villages where the societies are worked pro])erly? 

A. — Yes, there is the demand. 

Q. — ^What is the rate of interest? 

4 , — varies from 12 to 24 per cent. 

Q. — What is the rate of interest in the cose of longstanding debts covered 
by mortgages? 

A. — 12 per cent. 

Q . — Therefore do you consider that even at 9 per cent it will be really 
a thing which will relieve the ryot? 

.4. — Yes, it will relieve the ryot. 

Q . — Than is now the case? 

A,— Yes. 

Q . — Til regard to the taluks other than the Hospet taluk do you think 
there is a possibility of a land mortgage bank being startcsl? 

A. — I think that there is every possibility. 

Q, — I mean the chances of running a land mortgage honk with sn('<‘ess 
ensuring prompt repayment? 

A.^Yes. 

Q . — But there is this feature that for a good year there are three or four 
bad years which su<x?eed. Do yon think it would l>e ]>os.sible for those people 
who have i*eoourse to the sowcars and the other agencies to pay their equated 
payments punctually P 

A. — At least once in three years they will be able to i^ay all the dues. 
For instance, last year, there wore very good croi)s and from the co-operative 
societies it could be seen that the I'yots have cleared a major portion of 
their debts to the societies. You can count on tlie sincerity of the r>’ots to 
repay. 

Q , — Do you therefore suggest that the dates fixed for rejiayment need not 
be necessarily everv rear but mav be made more elastic? 

A^Yes. ‘ ‘ 

<J>. — Have you any definite suggestions with regard to the modification of 
the by-laws which you would like to take into consideration? 

%. — Even now the by -taws are quite elastic and we have heen taking 
advantage of that and giving the primary societies extensions of time with- 
out charging them penal intei'est for the .same. I think the existing provisions 
are sufficient if only the i>eople would understand the same and work them. 

— With regard to marketing, have you any knowledge of the working 
of the loan and sale society? 

A^Yes. 

Q , — Where is it ? 

A. — ^We have got one in Hospet. 
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is extent of it« tranHuctions ? 

A , — ^Wo have only started it last year and the extent is «ot much Tlia 
|>eaple have not understood it. But this year I am sure its businfis wm 

Q, — ^What produce are they handling? 

A. — Paddy, cholam and groundnut. 

S . — Cotton ? 

, — Not rau^ of it, 

J '. — Who are the persons now that take part in the marketing of the 
uc5e apart from the co-operative societies acting iMotween the actual 
cultivator and the consumer? Are thev sowcars? 

Arf — ^Yes. 

Q , — Most of them are men living in the villages? 

A.— Yes, The sowcars are living in the villages and the dalals are living 
in the market centres. 

Q. — Now, supposing you start a co-operative society for the purpose of 
giving advances to the cultivators in a small area and then helping them 
to have their produce sold so that they have the full value of their prtKlutH*. 
Do you contemplate the possibility of some kind of establishment to see 
that the best value is obtained? 

A.— Yes. 

Q. — ^Now, so far as the local sowcar or the town sowcar is conc^erned, 
something is taken by way of commission to (K)vcr the other charges, fs it 
not? 

A.— Yes. 

Q. — They are doing this business practically themselves without any extra 
establishment. Are they not? 

A. — They have some establishment. 

Q . — Do you think that a co-operative society can (*onipete with them 
and yet reduce the expenses and thus give the ryots more value for their 
produce? 

A. — I think so. That is the experience in o\ir society at Hosi>©t at any 
rate. Jn th© beginning the merchants were against it, but we were facing 
that objection and w© have been able to reduce the commission charged by the 
dalals. It is particularly in the weighment that the people are l»enehted, 
and they really appreciate it. 

Q . — That is a society started at the town centre? 

A.— Yes. 

Q , — Do you think such societies can be started in the villages and worked 
there ? 

A. — I think you can. If you can have a regular well-trained establish- 
ment from th© Government who can go from village to village, four or five 
villages could be linked together. 

Q . — I am asking purely from th© point of view of the co-operative move- 
ment. You say you are tryi^^K fo compete with th© middleman and with- 
out any help from th© outside. Could yon set yourself up to do that work 
with more profit to th© villagers? 

A. — can be done if there are proper men to work it. 

Q. — So, you want the Government help in the matter ? 

A. — ^Yes, but only as a temporary expedient. 

Q , — How long will you require this help? 

A. — For th© first five or ten years. 

Q. — Do you find any difficulty with regard to the financing of the loan 
wnd sale society? 

A, — Not at all. 

O, — Which is the financing agency? 

A. — ^The central bank. 

Q.— Does the central bank feel any difficulty to Rct its finance from the 
urban bank P 

A.— It entirely rests with the Registrar. 


17 
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Q. — Do you know that there is a large surplus money in the central urban 
bank which not find employment? 

A, — Yes. 

Q. — So you consider that there is suffiicent money in the co-operative 
central bank which could be enough for some time to finance such loan and 
sale societies? 

A. — Yes. 

Q . — Then wherein does the Imperial Bank come to the help? You have 
got sufficient help from your own bank? 

A. — There is one thing. If there is no connection with the Imperial Bank 
for everything we will have to go to Madras. 

Q. — Then you want cash credit in the Imperial Bank? 

A. — Yes. 

O. — But you can have that cash credit on behalf of the central urban 
bank, which could diroert the Imperial Bank to give you as its constituent 
a certain overdraft. Could you not? 

A. — My point is that the Imperial Bank itself should finance it. 

Q . — You want all the money to he consolidated and placed at the disposal 
of blie central urban bank instead of having the central banks for distributing 
to the various district centres? 

d.— Yes. 

Q. — So far as the sowcars are concerned do they resort to the co-operative 
banks and the central banks at the headquarters? 

A . — Not much, because we are not giving them any loans. Our function 
is only to finance the societies. 

Mr. Thomas: Do the sowcars get their bad debts cleared by means of the 
co-operative societies? 

— There are some cases. 

Mr. Muniswamr Naidu: You said that 35 to 40 co-operative societies 
are working in the villages^ Have they any effect in reducing the rate 
of interest charged by the sowcars in those villages? 

A.— Yes. 

Q . — You say that there are some difficulties in regard to title of lands 
and you suggest that mahars should he registered compulsorily. Why should 
they he? 

A. — As it is, when the Kazi registers the mahar no intimation is given 
to the Registrar’s office and that generally works a hardship. 

Q. — You suggest that the registry before the Kazis should be communicated 
to the Registration department? 

A. — Yes. That is enough according to the revised rules of the depart- 
ment. 

Q — there large scope for improvement of lands by the tenants in your 
taluk with a view to make the yield more? 

.4.— Oh yes. 

Q. — What is the nature of the improvement that you want them to make? 

A . — Particularly in the case of the wet lands, levelling application of the 
late and improved methods of manure and other things should be resorted to. 

I think that in that case the yield can be increased by not less than 33i 
per cent. 

Q . — Is there an attempt by the village to increase the yield? 

A . — They are so poverty-stricken that they do not even think of it. But 
if given the opportunity I am sure that they will eagerly take it up. 

Q, — But certainly there exists an opportunity in the form of land improve- 
ment loans given bv Government at GJ per cent? 

A. — T))at is really a deplorable affair. I think there is a leakage by the 
time the loan reaches the rvot. I am one of the sufferers. I applied for a 
loan of Rs. 2,000 and my land is worth about Rs. 10,000 and it took six 
months for my application to go from one end to the other, from the Collector 
to the Sub-Collector, from the Sub-Collector to the Tahsildar, from the Tahsil- 
dar to the Revenue Inspector and from the Revenue Inspector to the village 
officers and again the report went up through all the above stages and all 
these people came and enquired me whether I applied for a loan and all 
those things. Finally the loan was granted to me but I refused to take it. 
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«•— Sui-ely you applied for » loan knowing that it will take some tiiuo 
brfore It was granted to you S' Six montlis you oouid not co.iMUor L in- 
I'^maauable? " 

.. 1. applied November and 1 wanted to make the improvements «nd 

then begin ploughmg in tune. Should 1 not get the loan at least in Muid 
before i started the next cultivation 


Q - — You told me some time before that in regard to loan from co-operative 
banks, that the loan was not appiietl for in timo and the nmon takiw a 
month to sanction the loan. Similarly you could have apjUied in time ami li 
you wanted the loan in March you could have applieil for it six months la'lorc 
Could you not have done that? 

— We have tried it. Those are the processes an api)lication has uot to 
undergo. 


Q , — Even supposing a laiul mortgage hank is started, cmtainlv some 
time will be taken in the examination of iithjs and other things' hofoie 
a loan is granted. Do you not think so? 

A . — I do not think that if there is a special stall lor the purpose there 
will be any difficulty. 

What I say is^ if it is a (j[uestioii of manure delay nill mean harm 
to the agriculturist. But if it is a question of permanent impri>veinent you 
can apply sufficiently early by six months in advance. What is tim difficuity 
in taking that step? The ryots have got better advantages in regard to the 
loans under the Land Improvement Loans Act. The interest I's low, tho 
collection is less. Do you not think that it will be much more satisfactory? 

A . — That could be availed of. 


Q . — You were speaking about leakage. Surely I do not think tliat iu 
your own case there was any leakage? 

A , — Not in my particular case. Not particularly in the;.e ilistricts where 
there was a special enquiry and all that. 

— Is it so bad at all? Or is it an opinion bused upon wlmt otlicih say? 

1. — It is really happening. 

Q . — What do you think the percentage of such leakage will be? 

A . — To put it modestly it will he 10 per cent but .1 know «>f some cases 
where the amount has not reached at all the peison who lias ajiplied and 
he himself comes to know that a loan has been sanctioned to him only wlnm 
the officer comes to him for the fii*st instalment towards the rejiayment of 
a debt which he had never incurred. 


Q. — Surely such cases are not general? 

A. — Whatever it is, such cases though few are happening. 

Q . — Who ai^ responsible for this — the village officers? 

A.— Yes. 

Q, — Is there not the same material which you have to use in r(‘gard to 
the co-operative banks? 

A. — Yes. That was why 1 said a proper stall has to l)c apiiointctl. 

— So the fault lies more with tho people in the villages? 

A, — ^Yes. It is due to their illiteracy and their poverty. 

— And that is the very material that you have to use in the laud 

mortgage banks ? . , . . i 

A. — No. In the villages it can lend through the co-operative societies. 

Q — I am sure you will say that oven in co-operative societies tlie moneys 
are taken by a few men though in other names. Is that not a fact? ^ 

A. — There are some such cases. 

Q.— And will not the same history get itself repeated in tli<! ease of t)jo 

land mortgage bank? , , , * i ^ 

A. — ^That is no reason why the land mortgage ffiank sliould not be en- 
couraged. Every way theio is bound to he some ditnciilty. 

Do yon think that the co-operative societies the 

be utilised by the Government for sanctioning and granting 

.i.o.ia be • rs’r 

the titles and other things and then the loans ^ pharfres and there 

operative societies. You can reduce the ^ iuBtalments. 

is HQ necessity for an establishment to go round to c 



Q, — hi tbore miy tte^mrate e»t«biiahiiietit by the Ck^vernmeiit uawH 

I.— No. 

Q , — What do you think of the land improvement loans being given through 
the co-operative societies? 

A » — ^We thought about it. There is bound to be some difficulty unless 
there is a proper staff. The Government were for giving the amounts for 
the distribution under the Land Improvement Loans Act but being in the 
initial stage we refused to take that work up. 

Q , — You referred to some subsidiary industries. Having regard to the 
fact that these dry areas do not yield much by way of agricultural income to 
be taken as a normal income which can be got every year, do you consider 
it possible to improve particular industries to make theun feel more secure 
year after year? 

A. —Yes. 

Q . — What are the industries that you would suggest? 

A. — Well boring in some areas particularly will encourage gardening. 1 
would also suggest sheep-rearing, cumbli-u^aving, cotton-weaving, yam-weav- 
ing and all those things. 

Q , — Do you think that the present co-operative societies and co-operative 
banks ^and other agencies provide sufficient scoi^e by way of financing such 
industries P 

A. — Nothing jirevcnts them from doing that. It is really for the primai'y 
society to do that if it wants. 

Q , — There are some who advocate the starting of industrial banks for such 
pui*poses. Do you agree with that view? 

A. — It is for big concerns. 1 think for the village industries you can 
leave the matter to the primary society because it will be easy for it, 
instead of having to approach the authorities in Madras and other plac*es. 

Q . — But some have put forward this one difficulty. It is this. If articles 
are produced in the villages, there is no regular organization for serving 
as an emporium for collecting them and selling them at the market for the 
best price. Have you thought about itP 

A. — There are the loan and sale societies and they can deal not only with 
the agricultural produce but other things as well. 

Q , — So you think that there is a possibility? 

A . — Yes, 

Q . — Can such emporiums be organized under the Co-oi>erative Societies 
Act ? 

A. — Y"es. There again in important villages we must be able to give cheap 
loans for the building of godowns. If that is done I think it will facilitate 
tho work a good deal. 

— What do you mean by cheap loans? 

I, — It must be a s[>ecial loan. 

-At a lower rate of intei'est? 

-Yes; just like the loans given by the building societies, you can 
float a separate loan and give it for the construction of godowns and other 
things. It will materially help the i>eople. 

Q. — You mention that the lands are passing away from the agriculturist! 
to other people. Is it to the money-lenders? 

A. — Mostly to the money-lenders. 

Q . — Does the land pass on to the hands of those who are not direct culti- 
vators but mei*e capitalist non-cultivators? 

A.— Yes, 

Q. — So there are very few cultivating landlords year after year? 

A.— Yes. 

Q . — Is that common to the whole district or is it common only to jmrti- 
cular taluks ? 

A. — It is common to the whole district. 

J , — Do you think that there is any possibility of checking that? 

. — Here too the co-operative movement roust come to the rescue, because 
others are bent upon profit. 
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Mr. OopaiaMtnon . I believe you are fully acquainteil with the workuiiw 
of the co-operative aocieties in thw districts 
A . — 1 know to some extent. 

, • ? *" ovidencc ‘ Thei^ ie no c<>H.rdinution of a«y 

kind existing now and it will be useful if there should lie co-ordination 
l^ween the State bank and the co-o|iemtive institutions.’ 1 sunpoae by 
State bank you mean the lin|)erial Bank’s co-operation witli other financing 
agencies ? ® 

^ ittean the hnanciai help rendered by the State bank to the other 

l>anks. 

O.— You consider the State bank, by which you ineiin the lnn>erittl bank 
16 the ai>ex bank from which other institutions ai*e to draw their inonevr' 
A . — Yes. 


Q , — Which are the other financial agencies you reter to? Can you name 
them ? 

A , — The c^perative sotieties, the sowcars of the village, the money- 
lenders, the indigenous hanks, and also the exchange hanks. 

Q . — Are not the indigenous bankers now getting help from the ImiwHal 
Bank? 

A. — Only so far as foreign export trade is concerneil. It df^es not ^elp the 
actual agriculturist or the local industry or trade. 

Q .‘ — Is not the Imperial Bank advancing money on jewels,^ 

A. — 1 do not think that is of great benefit to the ryot. 

Q . — 1 am only speaking of the co-ordination lietween the differ<*nt financing 
agencies. We have to find out whether there is co-ordination existing or 
not. If there is no co-ordination w'o have to suggest ways to bring alK)Ut 
more co-ordination. 

A. — In a way there is sinne sort of cx>-ordination. 

Q . — Do you also know that sowTai’s and Multan is receive accommodation 
from the Imperial Bank ? 

A.— Yes. 


Q , — You also know that the lini>erial Bank advanc’cs money on the pledge 
of produce in godowns? 

A. —Yes. 


t 


— Are there any branches of joint-stcK'k banks here in Bcllary? 
—No. 


Q . — Are the produce merchants financing the ryots through local agoncicx 
by the help of the Imperial Bank? 

A. — I do not think, except for such prcnlucc as are to l)c exported, like 
groundnut, cotton, etc. 

O. — Do not the Imperial Bank advance money on paddy? 

A.— I do not know. 


O. — Do not the Imperial Bank help the co-operative hank? 

A. — ^Yes, in the shape of cash credits. 

— go the Imperial Bank have got transactions with the MiiltaniK^ the 
sowcars, the produce merchants, the brokers, the Indian manag^ 
stock banks and with the co-ojierative banks. Is it your ijoint that the 
help rendered by the Imi>erial Bank is not enough and that you want^ 
more co-ordination between the financing agencies? 

A. — Yes. 


O. — Do you not think that when the Imperial Bank advance 
a freer scate, they must have further security and in order to 
mo^^rdiAation what Is the sort of extra security or financial strength 

which you think the ImpOTial Bank should expwtp roncornod 

A.— I can speak only so far as the co-operative movement is ooncornod, 

and as for them they can have enough of security. 

Q.— For the accommodation that the not^want^some^t^ri^f 

■lay give to the other financial agencies do y 
4.— Yes. 
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Q. — You know that th©»e indigenous bankers do not get their account 
IBooks audited at present. Hence the Imperial Bank or any other central 
agency will not be able to find out their financial strength!^ 

A, — That is why 1 have suggested in iny note that they may be organized 
and their accounts compelled to be audited once a year. 

Q , — Are you for the creation of a reserve fund for these bankers for pur- 
poses of rendering financial aidr^ 

A, — 1 think it is absolutely necessary. 

Q . — Are you for bringing all these financing agencies under a registration 
board? 

A. — Yes. 

Q . — Do you think that at present the village money-lender and the village 
sowcar are essential to the village economy? 

A , — Yes. I think they are. 

Q . — Do you think that their influence can be wiped out? 

A, “Not so easily. 

Q . — How will you regulate their business to make them more useful to 
society P 

A , — When they are brought under a registration board and their accounts 
are audited once a year by recognized auditors and they are compelled to 
keep a reserve to meet unforeseen losses, then they will prove more useful 
to society. 

Q. — Is it your point that it is only then that the Government should 
render them help? Is it not? 

A. — Yes. 

Q . — Can you suggest any means by which the rate of interest at present 
charged by the indigenous bankers can be brought down? Are you for 
bringing down the rate ol interest by legislation? 

A, — Yes, they should be brought down by legislation. 

Q . — Do you think people will invest their extra capital with the indi- 
genous hankers ? 

A , — I know there is very little savings to be invested. 

— How do people invest their savings now? 

1. — They lend it out to their neighbours. 

Q Is there much laud buying or house property purchase going on here? 

A. — Not much. 

Q . — Do you not think the vakil class here are buying Government paper? 

A. — Some of them do. 

Q . — Do you not think that it is only by attracting more capital that the 
interest on lending can be reduced? 

A.— Yes. 

Q. — What do you mean when you said that the price of Government paper 
has gone down? When you said that did you bear in mind the terms on 
which some of these papers were issued? Which are those papers that have 
gone down very much in value in the market, bearing in mind the terms on 
which they were first issued? 

A. — I think some Government bonds are selling at a discount at present. 

Q * — Have 3 ^ou taken into account the terms on which they have been issued P 
Five per cent Government paper redeemable in 1933 is being sold for above 
its. 100. It is only the 3i and 4 per cent papers that are sold for less than 
Rs. 100 and it is so because the subsequent bonds were for a higher rate 
of interest. Have you considered those facts? 

A.— Aly point was this that it was not safe to invest in Government 
paper, as safe as investing in co-operative banks. 

O. — Still you are aware that money is invested in both? 

A. — Yes. 

Q, Are you for the cheapening of mral credit? Have you got any 
suggestion to make in that direction? 

— I cheapening of rural credit but have not any suggestions 

for that now. 
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0.— C^perative sociatiM were started for the purpose of ,heai>ei>inB 
rural cr^it. Do you thiuJt they have fulfilled that purpose “ ' '*********”8 

A. — It 18 too early to say. 

O. — For how long has it been working now? 

six years it has been working on a large scale 
Before that it was only on a very small scale, ^ 

^VvTT®*! regard to a question that he asketl 
you that these co-oi>erative hanks should take to conunen'ial hanking l.v 
way of dismunting hundis and bills not only of the ineniltors hut of the noii- 
members also m order to facilitate internal remittance. Do you think that 
co-operative banking should be extended in that manner P 

A . — I do not see any harm in that. It can be done in order to 
more profits to the co-ojierative movement. 
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do yon not think that it will come into oonflict with the work 
of other banking institutions, such as, the joini-sttH'k hanks and the indi- 
genous hankers 

A . — Not in the near future. 


Q , — Do you want Indian managed joint-stock hanks to ojien hranclu^tt 
in the rural areas? 

A. — Yes. 


Q.—T>o you not then think that there will lie competition between these 
two classes of banking institutions? 

A . — I do not think. 


Q . — Is there enough business in a lot'ality like liellnry for several hanks 
to work side by side? 

A . — I have no idea about that. 


Q . — How is it that you had difficulties in getting loans from the Govern- 
ment for purposes of sinking wells? Had you to wait for a lone time^ 
A.-^Yes. 

Q . — I wish to know w'liether there are any ])umpjng societies for irri- 
gation purposes in this district? 

A.— No. 


Q . — By co-operative societies? 

A. — No. Pumping installations by individuals we g(*t some. 

Q . — Are they getting loans freely from the Government? 

A. — It is pending for a long time, 

Q . — You said in re])ly to a question that tin* main difficulty experienced 
regarding attraction of ca])ital to industries is the high rate of interwt. 
Is it not? 

A,^ — Yes. 


Q , — Do you think that so long as the present high rate of interest pre- 
vails it is possible to attract industrial capital? 

A.— It is only in the joint-stock banks and the other exchange hanks 
that the rate of interest is high; not so in co-operative hanks. 

Q , — Do you think we can get enough money for industries ns long as 
the interest on capital is so high? 

^ — Interest must be fixed at a reasonable rate. Of cours^i people will 
lend their money or utilize their money for such purposes as they can 
get a better return. But if sufficient Government guarante<^ is given I 
think capital will be forthcoming at a reasonable rate of interest. 


Q —How ? 

4 —In the same way that they raised the capital for the land mortgage 
hank These industrial banks are going to be advantageous to the people 
and T do not see any reas m why anybody should grudge to invest in it. 


Mr. Hameed Sultan Maricair: You say that mahars reKi»tor«d 
should be intimated to the Registration Department by the 'n^r^^ 
parties; otherwise the mahars should be treated +• „ n«Lr+ 

^ 4.— We find some difficulties. We have to go to the 

ment for the information becauM we /ri,- parties 

present, and we do not know which Kazi has the information. The parties 

concerned do not furnish the information. 
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Q , — But why do you gay that uiilegs it i« intimated to the Registration 
Department the mahars shouid be treated as null and roidP 

A , — If it is intimated to them then it will be very easy to know. 

Q , — But mahars represent money and I do not see what t-onnexidn it 
hag got with the Registration Department? 

A . — I thought it will include immovable property also and that is why 
I said in that case if immovable property is transferred it should be dune 
through the Registration Department. 

— ^Mahar is only casli given and no immovable property P 

1. — Then I am sorry. 1 was under the impression it will include also 
immovable property. If you have no objection, 1 will change it accordingly 
from the written evidence. 

The Chairman: Mr. Mudaliyar, I would like to ask you one or two 
questions. The supervision fund to which you refer, you say is insufficient. 
Can you tell us what the supervision fund amounts to in this district? I 
think the societies contribute 8 annas per cent on all funds outstanding. 
Is it right? 

A 4 — 'Yes, 

— And the central banks also contribute? 

L. — Yes. It comes to about Rs. 2,000 to Rs. 3,000. 

Q, — 1 think the contribution of the central banks also is 8 annas per 
cent on all loans outstanding? 

A.— Yes. 

Q, — You suggest that central banks should send remittances and do such 
work for non-members also. At present such remittance work is done only 
through treasuries and for n\eml>ers only. Am I right? 

A.— Yes. 

Q. — And you suggest that it should l>e done to non-memhors also. 

A.^Yes. 

Q . — Do you also say that it should be done on the same terms as to 
members? At present there is a concession. Do you want this concession 
extended to non-members also? 

A. — It need not be done free. A small charge can be made. 

Q. — In regard to the land mortgage banks, you say that the loans should 
be given for 25 to 50 years. Is there any advantage in that? 

A. — There is. 

. — In what way? 

. — They can pay the amount in easy instalments. 

Will it not be enough if we lend at 8J or 9 per cent? 

. — I think you should lend at 7 per cent. 

Q , — Then if the bank lends at that rate who is going to pay the bank’s 
expenses ? 

A. — From the difference of per cent they can manage. 
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And for the reserve fund? 

. — I think it is enough for both. 


I think you agree with me that the easiest system of repayment is 
the equated payment system? 

A. — Yes. 

— In making that statement that the instalments idiould be repayable 
in ^ to 50 years have you considered what the annual repayment would 
he? If it is for moi'e than 25 years it makes little difference in regard to 
repayment P 

A.— It is only the principal that would be a recurring amount and the 
interest will be a varying amount. 

O,' -That is not equated payment? 

A.- -We have got it in the building society. We lend out for 30 years. 
The^ interest is per cent and the amount <rf principal is equally divided 
during those 30 years. » ^ 
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Q‘ That ib not ocjuatt^d byblem. In tho s\>vti)iu y%)u uav 

»^ie equal amount every year, anti as time goes on it Will txuWkt of mom 
of principal and less of interest. But the amount will l>e the wiim^ (Tuder 
equateil system practically aftt'r L’o years the amount is not dimini^u^. 
Have you considered tliat 

A . — I do not exactly follow you. 

t?.— If the inU-rest is at 9 i>er tx^nt. if you pay 12 txmi of the loan 
every year, you will he able to discharge the interest «s well as the prin- 
cipal in 16 years, ft you make it 20 years the aununl paymeiil 

1.S roughly 11 1 per tent. So those four yeais’ extension will only mhico 
the amount payahlt^ hy hall per cent. It ytui make tlie paymentK in 25 years, 
it would mean a inrtlier rt'diictioii ot only alxviit a tjuartei* par , If 

ytui make the payment in ;>() years tluui tlu' amoiiiit to ho ix'paid every year 
will not he much less. 1 suggest therefore that then^ is no advantage 
wha^ver in spreading the ]uiyments over nmre than 25 years. Have voii 
considered this fact 

,1.— It is a detail we can work out. 

Q' 5 oil suggest the starting ol laiul niortgagt* hanks Yon also suggest 
that the taipitai should conu' troni ceiitralis*‘d ilehmit iir<>s, wdioae interest 
is guaranteed liv Oovernnn nt . Do you think that tin* iiistidinents w ill lie 
repaid punctually? 

. 1 . — I think' they would in some idmes. 

Q — \ on suggest iliat it should he paid tuice in three or ffinr yenrx, Ix 
that not so? 

.1.-~0nly in some places whore the crops ar<' lialile to fail every now and 
tlien. 

(k- What guarantee will tlu^ dehentnre holders have that the amount 
will he paid punctually^ 

A . — Wliat giinrAiilef' h.as tlic Government that their ix^venuo wdll he paid 
every yeai ? 

0 - — The amount of takavi loans outstanding in this district at iiroRent 
is Rs. 195 lakhs ami the lollection of 191 lakhs has laxm suspended. But 
you cannot suspend the eolhxiion ol dehentnre loans. Wliat guarantee of 
re|»ayment is tiiere 

. 1 . — But we are colloid ing all co-o|>erativ4» dues and in the same way Ihd 
<lues of tlie land mortgage hanks can he colle<-ted. 

(). — What is the overdue nmoiiiit at }>iesent in this ilistrict? 

,1. — Tt is going down every year. 

Q . — Have you got the figures? 

. 1 . — We have got it in tln^ administration re])f)rt. 

The present outstanding is very large. Do you think that the 
delK'ntui'e liolder can lie satisfied that the annual insialments will come in 
pnnctnallv? Do you think that on the suppo.sition of revovyuient once in 
throe or four years you can float dehenturcs? That is tin* whole pixihlmn 
in the Ceded di.strids considering the frequent failure of cro])s. 

. 4 ,- — The ovordvies can he collected in years of giKnl xrops. 

Q . — No doubt you can collect a gxMid deal jirovided the ci of) is gooxl ; 
hut wlio is going to colleet it? Will the village sxicietv do it of its own 
accord ? 

j\ — They can do it. 

Q — j)^es not the hank have to he constantly wnrrying about collections? 

.4. — It is true, 

_\Vith regard to takavi loans you say that there is leakage. Who is 
it that cxunplains of this leakage? 

4 — The people complai *. 

9.— You estimate this leakage to about 10 per rent of the amount of 
the loans. Have those ryots complained to the Collator that they have 
received onlv 90 pei* cent of the actual amounts sanctioned? 

4 _They are not given sufficient facilities to approach the Collect^ 
direot. If they are given encouragement they will c-omplain. If the district 
officers are kind enough to move freely with the people they will get the 
information, 



♦ Q. — Has any complaint been made by the people? 

A , — There was an enquiry in this district. Is it without any complaint? 

Q . — Is there a way to avoid this? 

A . — I think if the distribution work is put in charge of a separate 
staff this defect can Ik? avoided. 

Q . — Where is the responsibility coining from? Is it the present Govern- 
ment staff that you are complaining of? 

A. — They are sufficiently responsible. 

Q, -How will you make them more responsible? 

A. -By appointing a high officer of the grade of, say, a Deputy Collector 
in charge of dishursements. 

Q. — Even at ])rosent if the amount of the loan is more than a certain 
sum a spe<*ial staff is sanctioned and pnt in charge of that. Is it not? 

A. — Yes. The leakage defect exists; nobody can di.s])nte that. 

Q. — Am J to understand that in the distribution of loans, tlie distribut- 
ing officers cliRTge a commission ? 

A. —Yes. 

Mr. j\f unhxrami Naithi : Do you suggest that Tahsildai's are parties to this 
leakage ? 

y A. — T know of certain cases, hut T cannot mention names. As a general 

jHatement 1 say it is true. 

Thr Chairman : Can you suggest any means of distribution of money in 
the villages whicdi would not be open to tlie very same ae^aisation? 

A . — T c-annot. 

Q . — But you agree that these abuses which yon siiggc'st are very much 
less now’ than tliey were some time ago? 

A . — I admit it. 

Q. — Do you suggest that there is any leakage in the case of loans to 
ryots from co-operative societies? 

A . — T am really asliainecl to say that there is some leakage. 

Q , — Yon say *^Jt is highly necessary to maintain a register of titles 
to and enjoyment of lands in each village hy the karriam and they must 

that the owner is alw’ays a pattadar.” For what pnr]X)se do yon want 
siudi register to he maintained P 

.4. — It would he easy to make enquiries. It w’ill he particularly 
valuable wlien you have to decide the maximum borrowing power of the 
co-operative society. 

Q. — Belt at present is the estimate correct? 

4 — is not entirely correct at present, 

Q. — Tf it is not authoritative it is of little use and if it is .so, then .yon 
are placing a valuahV document in tlie hands of such a minor official as the 
village karnam. If rt is authoritative it must he maintained by a much 
more responsible official. Do you agree? 

A. — You can maintain it in the taluk office or in the Registration office. 
I suggested the karnam just only as a matter of convenience. 

Q . — You say, ‘'The owner must alw’ays he a pattadar.” How^ would 
you ensure tliat? 

A. — It has to be found out and the registers must be brought up to date. 

Q . — Do you mean that all the owmers should receive their pattas? 

A,— Yes. 

Q . — In the area that you know be.st, i.s there mucli lending between the 
ryots F 

A. — You speak of the money-lending done by the sowcars? 

— Is it a fact that the majority of the money-lending is done by the 
ryots themselves? 

A. — ^Very few do it. There are very few’ actual cultivating ryots who lend 
money to others. 

p. — Does that not occur further west in Harpanahalli ? 

A. — Even there the ryots dp not do any mpney-IendinjE^, 



Mr. Ihifmun: Witli regard to land mortgage the difficxUty is ihnf 

ilio in^taiinentN may nt>t In? iurtlux>iiiing regularly InHauj^e the eultivaiion 
often tails. Could not some elitstie Hysteui Ihj devised I' 

A . — We ean bay that the am*ai>i should V»e eleaixHl ouee in Urnn.^ or four 

In tlie eo-o|K'i at ive siK-ietit^ the tnertlues were pawl during g<HHl 
years, t would suggest a vSimilar thing Innug done in ivgurd to the instul- 
inents oi the luiul mortgage ha»ik.«>. I w tuild otherw im> suggest a sort ol 
sliding scale hy wliirh the revtoiue authohiios or the projH'r aulliorilies tan 
dtnide what iiertvntage of the instalments siiould Ih' jiaid in a year. 

y. — Von si>eak of Us. 10 lakhs lieing trun.slerred hy means of huiidis. 
liy w honi 

.1. — They were mostly Murwaris. 

Are there Maiwaris in titrspeli^ 

.1. — Theie are .>onie. They have transactions with the liomhay Marwuri.s. 

<i>. — You speak of making the money-leiideisi comlnne intt> a et>-opeittt ive 
hank and of COoermnent giving them some tacilities. Will that satrsly 
the liiml hunger of some ol these moiiey-lemlers i:' 

\ — 1'hey will Ih‘ able to get money at an easy rate of luteisvst and they 
might in turn he able to lend on ca.sy terms ot (oiirse with some profit to 
themseU es. 

Uut is that tilt* m<)li\t‘ for the iiioiiey-lemling Suppose some ^ 
these large laiulow ners lerul incnev w ith the iilea ot getting the land r»f itt 
lunrowei. Ai'cmtiing to yoiii .scheme they will not he aiile to gi*l tlie land 
tliey so < Dvetecl while the> gave tlie loan:" 

.1.— 'rhev will not. 

tjh" -I' urthm , thi*ie u somt' sociiil importaiui* attat iied (o hiiulow'ii ing, 
so will that not aUo stand against the moiiey-lemlei s is>-oper iving K Further^ 
w hat advantage (h> tlu’V gain hy .sm h co-opi*i at ion 'r' 

.1 'riic.v will gi't mone> i<»r easy terms tlian tlu'v will lie able to get 
from the Maiwaris and the\ will in turn l>e able to lend on taisy terms* 

Q . — tVhat IS the iulual late now :" 

to lo tent. In some, ca.^es it may lie a little more. It all 

c’e[>cnds upon tht‘ season. 

(,>.~-Whal is tlie percentagt* of the r\ oIh in 3 our pro\ ince who have suviu|^ 
to invest:'' 

A . — 'riieir niimht'r is ver\ simill. 

(J. -Are there not even 10 per (Ont 

A. — I would say that the numhoi of cuitivuting luudlortls having savings 
is fi Tactically nil. 

y. — Dti they invest much in jewellery in yonr [lart? 

A. ~1 do not think so. 

Q . — Does the jytit hoiruw money to j»nrcha.se a plot of land adjoining 
his own holding" 

d.— No. 

Q . — Is not a certain degree of consol idutioii of holdings taking idaco 
l>y tlie iiurchuses made hy the nioney-leiuling ryots? 

A , — .Not hy the money-lending lyols. it is only the well-to-do iHsiple 
who are not ryots that try to consolidate the holdings. 

Q — When I s|>eak of ryots I mean lioth the cuitivuting and the non- 
cultivating ryots. Is there a conii>etition in yonr jiaits hetwemi the 
eo-o|>erutivo societies and the po.stal savings hanks in regard to dejKTpihs? 

\ — 1 tlo not think tliat anybody gr>es to deposit in the aavings bank. 

— But do you not speak of the middle tlai>se.s depositing there? 

d, — Ye.s. 

Do the 111 ivldle-< hiss people in those parts have deposits in 
saving.s banks? 

A . — Some deposit in the central bank too. 

Q — jg there more of it in the central bank or in the savings bank? 

A , — There is more in the central bank now because we pay a little mor« 
interest than the savings bank. 

(The witness then withdrew.) 

The Committee adjourned to meet again at Madras at 8 a.m. ou Tuesday 

the 
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M JR.Ry. D. R. BALAJl RAO Avargal, Secretary, The Indian Bank, 
^ Ijimited, Madras. 


Oral evidence * 


Mr. Copula Mimon : Mr. Balaji Bao, J believe yaw liave experience ol 
the banking business in this Presideiuy as a wliole? 

.1. — Yes. My expericuu.'e is mostly in the city and in regard to the 
mulussal iny experience is confined to what I j ecei\ o Ironi tiie branches. 
Q . — You know tile lianking systems throughout Indian 
A. — Yes. 

Q. — Y"ou have been long in the banking business!^ 

/i. — Y\*s, 1 liave been in it lor the last 22 years. I was an accountant 

the Indian Bank and 1 am now the Secretary tor the last two years. 

Q. — Y’ou say in your wiittea evidence that the Negotiable Jnstruments 
Act is callable of iiincndinonts. Can you suggest what sections of the 
Negotiable Instruments Act badly recpiiro amendment so as to remove 
unnecessary technicalities and make the handling of the negotiable instru- 
ments les.s cumbei'someP 

A . — 1 have not thought about it in detail. From my experience I can 

«teay that even in a place like Madras theio are practiciil difhculties in the 

way of presentation of bills and even in the case of dishonouring and 
presentation to the rcleiee in case of need. There is also the difficulty 
regard bo the time given foi‘ acceptance when the bill has been protested. 

^ Q < — What is the time now allowed for accepting a billr^ 

A . — 1 think after the amendment it is 48 hours. Now it is all right. 

« I think legislation is pending on several jjoints. 

Q . — Does it make a difFereiieo as to whether it is a bill of exchange 
presented in the city or tlirough one of your branches r" 

A , — Jt does not make any difference because tJie branch draws on its 
head office. 

Q . — Is the person to whom it is presented allowed 48 hours? 

A. — It is only in the case of trade bills. 

Q . — Do you not con.sider that as reasonable? 

A , — That is all right now. There are some difficulties and one after 
another "the legislature is taking all those points. Further, hundis arc not 
♦Moated as negotiable instruments in the definition given in the Negotiable 
staiments Act. 


. — Are not tlie hundis negotiable? 

. — They are so only by custom. 

Q.—So you want tlie hundis also to be included as negotiable instru- 
ments in the Act? 

A. — Y^es. In the villages such an inclusion will give more security to 
such commercial papers being handled. 


* 


For writjejx^ evidetice^ 
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0 . — \ou have not thought of particular {inieiitlinout.s to the Aci? 

A, — No. 

m>: Q . — Lower down in yuui w i itten cvidoiito you talk of liwu^eil wunv 
housoi!;. What agencicK do you suggest should ho litcnsedr 

.1. — I think it should 1 h* gncn to any hank llial can manage iO muniil* 
pality or union or local hoard. 

Q , — Do you mean knal IkkIics^ 

.1.— Yes. 

? . — Hut arc they eompeteni to attend the uoik!^ 

. — Yes. Tliey liuve ojily tu see whether the area is all right and sinli 
other things. 

Q . — 'Do yon think that tht‘ l»ank'' sho\dd inn them? 

.1. Yes. 

Q . — Any otlu*! IxMlies that you ean (hink of? 

I — Local Inxlies and any hig merchants. 

Q . — Would it l>e enough il they ari' nierely <onstiueted and IcmschI out 
to licensees? 

.4, —That will dopeml on tin.' hual eonditums. Ilul aM> wav throughoul 
there ought to he a guaranU'i' that the area Is proper, that a eeitkaatu 
to the otfoet that so much is stonnl in it will he \afi(i lot a hank lor Joiid- 
ing purjmses. » 

0.-“ Do yo\i think that these w ari'honses ean !><• leascal vuit ? 

.1.- Yes. 

(jl. What eoruliiions would yon siiggt'sl lor liiensing;^ 

/I 'J'he Imildmgs sliould he insured. 

O. Do you re<|uire any <iepoMt from tlu' In'enot 
/I. — Tlu're should hi' a deposit ho. 

— ])o you think that the lii eiisei's sluinlil )h* men ol itmim lai slamiing? 

.1. — Celt a inly. 

Q , — Should hanks lon e any (out t o! ovei tlu'se wai i lnmses if they are 
lieensed? Do you tlnnk that is possible? 

;1 . — It is not possible. 

-What is the area w ithin which ,\ou suggi'sl that ihcK' should lie 
these warehouses’'^ 

*1. — I'hai dejjeiids upon the local produce and the local cireuinsLances. 

(,h ks it your iilea that the warehouses sliould i.eep the goods in untiei- 
pution of sale? 

.1.— Yes. 

Q . — Js there any parlieiilar K'asoii wliy yim like the ngi ieultural loans 
to he in the form of liills? 

.1. — Agricultural paper is wlmt 1 referred to. It me.sl he made nego- 
tiable. Aly idea is that every village .should have a hank. The imihajawH 
oi the village should pool theii' lesourees and form theinselves info a Ijank 
on which tlie local magnates may sit as directors, and to such pooide. the 
branch banks ot the joint-stock banks in; y lend. 

Q , — Are the ryots in the IiuImI of keeping commeicial accounts of Uieit 

farms? 

A. — No, that is the trouble. That is due mostly to tlicir illiteracy . i 
would .sugge.st for that propaganda work pari pasAu. 

Q . — Will there not he some difFicnlties ? 

^ — Yes. But if you adopt the vernacular script the difHeiiltics may bo 
avoided to some extent. 

Q . — Do you not think tb.at it would l>e iK'tter lor the land niortgage 
bank to lend direct? 

A. — They do it now. 

Q , — Can you quote any example of the agricultural paper being nego* 
tiable in any bank, not necessarily in India, but in any other place? 

A.— 1 think the system prevails in Canada. 

— Do you know the system prevalent in France in the form of ‘ Bill 
do Agrioole ' issued by tlie bank of France? . i 

A. —I do Qot know that system. But I know the system m Canada* 



— You say ill re;^ard to tlio indigenous hankers that the Marwana at'd 
an evil. In what respects are they an evil'^ 

* A . — They extract the lile lilood out ot the ryots and they charge ilWl 
liiighest rate of interest that is ever possible for one to charge. 

Q — What is their rate of interests 

A . — From J8 to 2i pei' (-eiit. 

— In th(' city what is your exjjcriefu e of the i ate of interest? 

jl — They charge nut less tiian quarter anna lor every rupee. 

(j — What do the l)ig Marwan.s called hankers <-harge? 

-_They charge IM {)er cent and get much more )>y way of filcliing. If 
for instance Ks, 5,()00 is to lie given hy a Marw’aVi as loan, the first year’s 
iriterest is deducted, something is taken for charity and i think that alter 
all the hor lower will get only about Its. 4,5(K) to start. Then he wdtl have 
to pay interest for lU. 5,000. After a few months, a demand wdll be made 
for tiie money at u time when' the man may not l>e alile to repay the 
amounl, and then tlie principal and the interest that has accrued to daio 
wdll he compounded and a new' loan will come into existence from that date. 

Q . — Are the big Marwaris called liankers doing tliat sort of business? 

.1.-1 sliould think that tlic‘ leading men are ahove such tilings. 

^ (J . — Do you know' that they distinguish the Ininlwrs from tlie inunc}- 

Jeiiders ? 

1.— Yes 

y.—Does your leniark that they aie an evil ajiply to the lower class of 
men or to tlie higher class? 

A . — it aiiplies to the class ol people to whom generally the poor and 
the needy resoit. 

(/. — J)o you mean tluil it is only this class of iieojilc who lend out siuaii 
Aiums ol money that charge a Ingh rate oi interest? 

A , — I mean tliat, 

f,/.— Do you not think that they are able to tlraw capital from their 
native place at a very low late ol interest? 

.1. — Yes. 

Q . — WJiat is tlio rate ol interest they have to ])ay? 

A. — Perhaps about 8 to 9 per cent. 

(J . — Wliai is their lending rate here? 

.1. — The rales are 18 and 2*1. 

Q . — lint our information is that they are alile to get money at 4 to G 
per cent Irom their native place for tlie purpose ol lending lierc. Do you 
not think so? 

A , — It may he so. 

Q . — Is tlie late of intei’csi high in tho city in your opiniuii? 

A. — It is liigh among the inferior iMarw'uri. 

Q — What is tlie root caus<' of tliis high rate of interest? 

.1.— -Idle imprq^v'ideiice ol the people resulting in their need to borrow 
imnyhow. 

Is there any scaicity of money 

A. — Yes, wdth the hoi rowers. 

Qr Can you suggest how’ Die indigenous hankei*s could be encouraged 
and organized ? 

A, 1 would suggest that they ought to he made to pool their resources. 

(f. — How? 

A, Suppose tlieie are four Alarwaris and a few wealthy nicrchants 
^ho are also money-lenders. The^' should all conihiiie and form into ft 


Q . — So you want them to combine their activities? 

^**^Yes. lew’ ol them can be on the advisory board and 

airectorate and they themselves will have a status. 


Q,— Do you w^ant them to start as private bankers? 

A.— They are now doing it individually and they can combine. 


the 
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Mr. JJformn : If tlieri* nro four Marwari^s aiul five ruli luruu'y-lcMuWrt 

and they join together as one and raise their interest to 24 per cnuit in 

80 far as coin|>etition is eliininattHl. there iiill none to otfor at a low 

flrte.- Is that not soP , 

A. — It would not Ih' done as theie is the advantage of g<Miing a stato*^ 

— Will such a f'oinhination not make them t'harge an exorbitant rate 
of interest? 

-4. — [ tiiat these |><H»|>le should Ik' nuid^* to take Imndis ami 

these hundis should 1 h‘ m.uh* discountable at the nearest bank an<l tlu'M' 
joint-stock bank', sbouhl 1 m‘ giv» n laedities tor n‘dis< «iunt ing ibetu. 

d/r. (rO/Hifa Wliai prevents tlu'iu from risl isioii ut i n tlc' 

hundis ? 

.I.--Tbey want tt> kr'ep their transm t i«>n‘«‘ s4mi<'1. ' f 

Q. — Is it dm* to the high rate that tbev charge? 

d - Yes. 

Q . — Do you think then that if pov^ildf' the late of interest sliould he 
red need by h^gislation ? 

.4. --It is not adi'isahh' t(» reiiiUK* tlie latts 

Q . — Do you tliink that we should bring all tlnvse indigenous liunkei's 
under a |•egistr•a^ ion hoard like .he hankers in Kngliind w ho ar** !)rougli4 
under the Hank C’hartin At i 

.i.--Ronie lo<‘al eontiol is nec<*ss/» *'y . 

Q,- Should it la* oltligaioiv «o‘ p(‘rinissi\’o ? 

-I It slonld only Ite |H'nn issi\o. 

Do yon think (In* pnhiirat ion of the halam-o sheet*- by (In* privn’e 

indigenous liankeis is ms-esvarv" 

.1. — 'rin*v Will not do it. 1 think that thev should at least he iisU(*d to 
give IV stalmnent o1 tln'ir assets and liiihilit n*s. 'I'hat at h ast must he 

done* as that will disclose tinni real (inamial status. 

y. - Su|))M)se tln'H* is a registration Iniaid for the hank<*rs under' w)ii<h 

tht'V have to ('(Min' in. Oo not \t»n think tlnm that tin* hairkers sinnihl 

satisfy the rrsiui reinents of tlmt hoard 

.1. — Y(‘s. Hut that ought not to he ma<le scM*re to start with hecaus** 
tliey are not acenstonn'd, 

Q . — Kvon if they want to get subsidy from the Govtuminent should they 
not satisfy the flov(‘i'nincn( that tlndr aeeounU are kept pJvrporly? 

.1 . — Yes. 

0 . — So you think that that should ho done? 

/I. — Yes, it is hettiM' that it is done. 

Q . — How long has tin* Imliaii Harrk been working? 

.1. — Tt is 25 years now, 

0 . — Have you op<*m*d many hi arrchcs 

A . — There are six hi anehes for the nhole of this Prr*sideney, One in at 

CV)ch in. , 

‘Up 

Q.—Y)o yon think tliat the Government slmiild step in to ludf) the joint- 
stock hanks to open branches? 

A .' — T think so. 

Q . — Tn wJiat way? 

,4. — Tt is in this way. Now we get no benefit out of the trea.sury 
halan<*es. Hut on the other Irarnl the Tmperial Hank g<*ts the benefit of 
the treasury balances. If tire joint-stock hanks are given Kome such faci- 
lities they will eeilainly find it tnueh more ea.sy to open Inanches. 

Q . — Do vou mean offering tliem Government funds? 

.1 .—Yes/ 

Q . — Then yon want the local lioard funds also to he invi'Sted? 

A. — Certainly. 

Q . — Did you approach the Government in regard to it? 

Yes. ‘ 

Q . — What reply did you get? 

— They said that the matter was under the consideration and the 
same reply we got every year for the last 20 years and then being weary 
of as}{ipg Government any fuidhor we dropped the matter. 
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Q , — You say that Mhore nro onoujorli farilities but. as long as the 
existing disparity in thf* rates on mortgage loans and deposits with any 
of tl^ese institutions (indigenous hankers) exists, it is only an offer of very 
^igh rates that will attract deposits to themselves *. What is the reasattP^ 

A. — What is now offered is 41 per c^»nt while the interest charged ^ M * 
0 per cent. 

Q . — If you attract very mueli eaj)ital to the joint-st<K*k hanks would it 
1)0 a handicap to the agrif-iiltnral and the other mortgage banks to get 
funds and give loans to the agrk-ulturistsp 

/I. — J do not think that we go so far down. 

Q — you not think that there would he a competition between the 
joint-stock hanks and th(‘,se land mortgage hanks? 

/I Ther(> will he no competition because each has its own way of f.nan- 

A . — Theio will he no competition heeause each has its own way of financ- 
ing and those wliom some of tlie hanks do not help will go to the other 

Q . — Do you think tliere is sufficient hoard in the villages for attracting 
it as deposit to these joint-stock hanks? 

A. — f think that tlic people in the villages are very poor and very im- 
provident. If they get anything hy way of .sale of produce at the harvest 
season, they spend and during occasions of marriage they are very improvi- 
dent. That is their er-oiiomic jmsition evei*ywhero. 

Q . — You knoiv that tliese people invest tlieir money in jewellery and 
also keep cash with them. (’oiild all this money he diverted to hanking 
- business? 

A. — Yes, if tbey are tauglit that by keeping money with them they 
*would he losing what they might olheiwise get and if they also have the 
and the (‘onfidenci' that the joint-stock hank is a safe place in 
wdiieh th(\v (*an invest money. Then T think that nnich of the money now 
being hoarded will he forthcoming. 

% Q. — You are therefore for cieating a hanking liahit? 

'# .4. — Yes, but the banking habit must bo taken to the very door of tlm 
people. It must not he made difficult but it must be made as easy as 
in the case of the Post office. 

Q . — You mean that it slionld he like the Post Oirve Ravings Bank? 

A . — 'Yes. 

Q . — What facilities would you afford to t}K^^^ jiooplc^ to open savings 
bank account in those hranches? 

.1, — T tliink a hettoi' rate of interest can ho given. 

Q . — What is tlie rate of interest noAv aliowo^l? 

4 — I giving per cent. 

Q , — Can von raise tlie rate? 

,4 .-No. 

Q — Would you allow this savings bank account to be opei’ated by means 
qf cheques? 

yl *-Tt is current now. Cheque forms without tlio use of the stamps are 
%eing utilized. 

Q. — Is it prevalent all over the Presidency? 

4. — In all my branches it is so. 

Qr — How" w'ill you discriminate between a clioquc drawn on a current 
account and a cheque drawn on the savings hank a(-count? 

.1. — So far as the form is concerned there is no difference. But in the 
case of the savings bank account the pass-book should accompany. 

Q . — Is it not enough if you ask the savings bank depositor to write on 
the face of the cheque ‘ Ac^count — vRavings liank ^ instead of asking him 
to ]>ring the pass-book? 

.4. — No, because the pass-book is the security as in the ease of the 
Post Office Savings Bank. 

- 0. — Are these cheques negotiable? 

A . — They are negotiable only if the pass-lmok accompanies, 

Q . — What T want to find out is how to fa« ilifate the negotiation of 
cheques. Would you have any objection in allowing those who have sav- 
ings bank account to draw cheques speoifving against them that it is 
savings bank account? 
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Q Would you Ijuve anv uhiociio!! in tho rum-lmoks Innn^ im 

periodically 

A.- So. Hut my ohject in n lu>'hcr ruU* of iutoivwt on liio savinK» 

^ b^k account is Imhuu^c tlicrc in a clu'tk on tlie withdrawals and there is 
fiftiound to ho some luoiuy icmatniuji alaats with ns. Hut in the case uf 

the curnoit lus-ouiit a man at hlKu ty tt> willuiiaw h»s a liole hahiiUH^ 

without ji;i\ iu;i me any notice. So ii the i i’n( rii t ions in ioj4,ard to tlie 
withdrawals ait* itunovod tlicn there will lu* iu» tliffmeiiet* Indwoen tlie savin^is 
hank aciHOint and tlu* curit*m acetuiut aiul there will not he that couMidem- 
tiou for a higher latt* «d intero'^i on the savinjis hank lUHnnutl 

Q . — n ant souu' sort of hainlttaip lht*n^ 

/I. Aes. Hut the pab^s-hook has lo axi'oiupauy . Ikmuusi* it is said that 
a man shall not draw more than Hs. jiM) mi a euletuiar \ear. Suppo-siujj 

tliree ehe<pie iorms are sent simultatnM>u-«U in the name of this'i^ imlivi- 
duals. To wliieli should I }iive prefeiemer* 

-So you wain to rest i u l the ue'j:ot lat ituT’" 

I. At the sanu* time ihore should tvo m cheque tui the \\ it luiraw al . 

Q A ou still tliink tlmt vou eau eul(i\ at<' tlm savings hnhitP 
A - Yes. 

T^ir (hninnon : The onK ohjeet of usmix th»’ c hepue is to in oid stamp 
d uty 

A<*s. Tliat is tile only privile^jp* now aeeorded. 

I . (iitfuiht Ur/oot: Do you think that the p«*op}o hjn <‘ opem*d imo'^ 
(■nm*n(. jufounts alter the aholition i>f the stamn dut\ on ehiHpiesp 
I. -A es. to a (f'ltain extent. 

(f ) . — Do yon have an a) |)re( iahU> imre.ise in voiu’ hank' 

.1.- Aes. {'he accsmnt has Muii'ased eonsid<*rnhly . 1 have introdmMxl 

also tlie vein a ( 'll ] a !' script hni p has not :.rot on •voimdiou . 

Do \ t)n think (hat in the towns n In'ie you hat'c opom^l hraiv'f?eH 

the p(‘()p]e are finding it difheult to till the tonus piinled in Knrdish’r 

.1 A es I do. I insist on the vm naciilar senpt heitu’; a<lof)te<l m ti^ie 
villa^^e tracts. 

— AVIiat about your view with leoaial to the endorsement s in tin* 

\ernaculnr ? 

.1." Tliat is om* of th(^ items in reeard to wdiieli the Negotiable Tristrm 
menis Act should he simplih<Hl. 

f,/.- Do von i.nd much dilhenlt v in <h‘<“ipheri»\'.' the endoj s<>iuenlK on 
elierino nuuh* in tlio vernai nlar r' 

A. — ^Al] these o))S(Mvanees in regard to tlie endorsement l»ein}?, eorrert 
}iave Ix'on the onleoitn' of Die foreign enviroinnents, Snpposi* ilie muhnsi*. 
mont is ‘ Joti(\s }'/sf)nire (V-rtainly tin* ehepne ^rill ))(. if'tnrned 
D.- ' Wliat sort of elierpie heai<‘r or order? 

.1.--0rd('r ehefpH* of eonrsi*. \o normal miui wdll whiU* nuikintjf the 
endorsement write aft(‘r his ow n name* tin* woid ‘ esipiiro ’ and natnially 
the hank snsp(*e1s a for^r;<*T‘v. No diMent KuKlishina n wmild say ‘(‘spniie* 
after his nanu* in the midorsi'nu'iit . fhit h(*re in India there nr<* ever ho 
nian>' diffiradties. Sujiposi* a man of tin* name A. K r ishmiswanii ftff'i 
writes as ‘ A. Krishnaswami the (lnK|Ue will he returned. Aft-er 

all Aiyer or lyi'r is nof a part »>f this name. All tln*se diffimill i(‘s an* of a 
teehnieal nature merely. 

Q — What yon say is with r(‘f^ard to the blank c*ndorsemf*ius wher<‘ the 
batik’s lavsponsihility is not so nnu'h as in the ease of- ia*striefive midoV/M*- 
nients. T.s that not so? 

d . — Hut at any time an endorsement in blank may heroine a lestrif tive 
endorKernent. That is oru* of the points now taken nj) by the leeisJa i nre. 

• Q . — Do you want to restrict the rifthts of the holder of hearer ehf‘(pie 

to endorse it speeiallv pay h)e to somebody? 

A . — -My otvn opinion is tlos. There is the prodnetion of a ch»‘*f(ne wliieli 
purports to he endorsed by a certain person. The person payinj^ in the 
ordinary course of business is exonerated. But now it is restrict^vl to the 
payee and the cheque will have the sipinature of tin* paycH*. All this tech- 
nicality has to he l emoved. 

Q , — Tf a hearer cheque is endorsed speeiallv to a rierson are you foi 
refttrietinfy the power of the holder for endorsing! it in that manner f 
A , — Yon can put a cheek on that. 


1 fi 
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Q > — All that you want is that it shouW he regularly endorsed? 

A, — Yea. These t<Hhnieaiities nhouid not l>e made to ap^ply. The qu^ 
tion ift whether an endoi'sement is a liona tide one or vvhetner it gives rise 
to suspicion, * ^ 

Q, — Do you find niueh difFieulty in paying ehcKjues on which endorsls^ 
inents are made in the veinaeular ? 

A. --Yes. 

Q — Therefore, you want to lestric t theii junver? 

A. — No. ft is this way. The eh^ne says ‘ Messi-s. Bell Sc Go. ’ written 
in English and the endoiWnient is in Tamil. The question is whether the 
English jihrascology should he translated or whether it should he trans- 
literated. That 1ms always given mo troiihlo. 

Q . — Apart fiom that, if the endorsement is made correctly you take 
the cheque? 

A. —Yes. 

().— Do you know that tlnne is a legislation now pending in the Assembly 
in which there is objection to the nse of the vernacular endorsement and 
wlmt opinion have you got to (‘xpress on that? 

A . — There cannot ho imy difficulty in regard to that la*canse onr officers 
wlio know the languages of the people ean easily deeipher the endorsements. 

Afr. TIt'nrs<ni : Is it not enough if the endoisement is jijhoiietically 
correct ? 

, A. — Yes. That is what T am driving at. 

Air. (lOjHtla Afrnon : On page 5 of your written evidence you make some 
observations with I'cgard to the Imperial Bank. Do you want that the 
"\Jfmperial Bank should ho devoid of Government funds or in the alternative 
that it should deal with ])uhlie funds only? 

A. — No. It is not so. It is now neither a reserve hank nor a commer- 
cial bank altogether. Tt enjoys the benefits of Government and as it deals 
with all Government debts, it is entitled to some commission and various 
other privileges. But then its free us(‘ of ])uh!ic funds against the joint- 

stock flunks is a real cause of complaint. 

0 - — You do not tliink that it i.s performing the functions of a central 
hanking institution now? , 

A. — Yes. Either it should not compote with us in the inufas.sal or 
we sliould also liavo proper guarantees of some nieasui-e of public finances. 

p . — But ns it stands now it is rendering help to other financial insti- 
tutions and agencies. Do you have any causi^ for complaint in that 
direction? 

A. — Yes. because they always offer cheaper vate.s. 

Q . — T am only telling you of the relationship of the Imiioi-ial Bank witli 
other hanks, and agencies. They are lielping the Mnrwaris and Multanis, 
Bmall money-lenders and exchange hanks by way of overdraft and tfiey 
are also rendering help to produce merchaiits and middlemen. They are 
rendering help to co-opeiatlve societies. Then what else do you want^’ 

A. — Yes, they do. 


().— You thoi-efore think that there is not much of a co-ordination l>e- 
tween the Imperial Bank and other financial institutions in the country? 
A.— But it could he improved. There is some co-ordination now. 


0.— In your opinion, therefore, tJie co-ordination should he increased 
and ti>e basis of competitive element abolished? 

. That co-ordination should he increased towards other hanking 

' regard to small hankers such as money-lenders, thev 
should conform to (rertain regulations. They are not piihlishing tlieiV 

being audited, they do not publisli , 
their statements of assets and liabilities, etc. ‘ ‘ , 


<>.— Do you think that because these .small money-lenders are not keen- 
ing regular accounts and the aceoimts kept are in their oivn language, 
there will be any difficulty for the Tmperial or the Central Bank, ^when 
established, to create mere co-ordination? 
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Q.' 1 want U» kiiuw to what oxtoat >ou aro ivtaliitng hol|» lor iinataitig 
tlio trade ot tJus Prt^bidentv and m what wayN?- 

A. We uix' iinatKMng the C hi'ttiyai's and idhor >niaU IhkIk'x. W"e havo 
* discouiiu*il .Miiltaiij Inuuhs to Hh<iut H>. :t0 hikhs and »n tht‘ hraneiuvK wo 
Jeml htH'k\ on agricultural imHiiuv. In Alh'piMv wt‘ have oih'IkhI a lu'uneh 
and are doing gcK>d Hut iliere u in mie kind and in (iuului it 

IS anothor. In Madura we U''ed to finunee en dye-stuffs and yarn largolv. 

Ijllt illtd tllO iN Ur tluit ll;ls 




• ^Vliat is liie total auMuim ol ytuir Huid reserve now :'" 

It Oovetninent pa[>er is iiuludetl. it wdl cDine to Hs, .V) hiklis. 


W liat proportion ol it do vt>n utih/.e in linain mg the Lraik,' ol tiie 
eouiitryr' 

A. In Cuntiir \\i* have placed ahout Its. ,'U lakhs. In Alit'ppey about 17, 
and in Coimbatore alnuit a tew lakiis. All tbesi* ( tliink, <.H>ine to wbuiil 
Us. .jH lakhs. 


V- — Oil w iiat arli( b*s do yuu lend geiiei aily r 

,1 . — Kiee, groiindmil. cotton, eie. 

Is it as opi‘ii loan or ke\ loan." 

.4.- 'Mosllv kr'V loans. I‘.\« t‘pt in tin < a-'O id a lew big in<0( b)tnt> ill 
Ail(*ppey W(' have not gntoi open ioan^. 

yon think tbai tin io.iiiN noii are giving to the Mniwaris and 
Naltukottai ( hetlis aie iiuhrei liv Indping tiadei" 

. 1 . — ('(o lainlv. Ih'cHiiMo they hring <>n genome trade pajun . 

Have an> proposal to inuM* with li'gard to ideal mg house ,-«vs- 

ttnn. and wlien >on liavc* brain hes m the villages and innlus>iil towns, wbal 
agiMU'ies should be luougiit into <*\istnnei' in oidei to eoniKrl I In* clearing 
bouse ol the towns with the luulassai.'' 

.1.“ d'here ma> lie ( learmg house's in distnet l eiities and it there me 

too juan.v villages tiny may be sulMlivnled into several seilioiis and these 
may la* luougiit into any ot the clearing house's. 

(J . — 1 take' it that e le ariug houses ought to be in the )K*mhjUai tern of 

the towny 

.l. --Ves. W berevei liieie* are many e lnapn* iraiiHue t ions tlieiv' ouglit to 
be a e leat ing house, li e bv'epie t ransae tioiis are' not enough there is no 
use in opening eleanng houses. 

Q. I therefore take U that m euelei to faeditute> btismesh yuu wimt u 
count !-v (deal ing and a town < l(‘ai ingr’ 

.1. Ves. 

Q. What are llie (omlitjoiih under which you are entitled to heeoiuO 

a memiici of the (dealing htjuse." 

.1. — Tlie Imperial Hank doi-s not admit everyb<Mly, I think some htwiii* 
is nc((‘ssary. 

Q . — i)^ you think the |ues4-nt (oiiditioms are (|UiUj enough r 
I I i u 1 II 11 (| u *1 e enough , 


% 

4 


Mr. iieai .soii -. May I ask > <m .sometinng about lu eusing oi w uifthou-x's y 
1 suppose that you have const nn ted wuiehouses and tliat they are conirolled 
by some reputt'd aiitliorit ii*s who guarantee to the receipt. \Vbai proiioriion 
w()uld you suggest of the ttdal amount oi tlie pnxluct' should Ix’ gnaninteedy 

^ JlTwenty-live })er cent of tlu' total amount. 

n Supposing you liave got goods worth ‘iO iaklis. You therefore fiave 

to deposit ^ per cent on tliat. You naturally rcxiUiro some joiut-stock 
companies or Port t' est tv yuaiaiilet* to it? 

^ _Ye8, 4’he bank itseti may guarantee. 


n __Kut it must Ik* a eomstituted body ? 

^ to be recognised. It may be some joint-stm k company or some 

licensine Iwdv of ooiisideratilc liiianciai staiu^. If the %vuieh')u»c is to ba 
constructed in a villaKC, some village bmlies have to be const!tnt,ed. fhora 
is the village union which may undertake this. 
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77/ e Ctiaunian: It it is your desire to exUuul godoivns in villages, and 
towns, i may say that co-operative societies have heeii pushing the business 
lor S(»ine time, atid the difticulty is that it they leave this \%ork to these 
ImkIics, by the time the goods an' taken out to the market, they hnd the 
goods damage<l or eaten l/y worms. A specific instance like this has come 
to my notice. 

A . — But it viould not ho the ease in general. 

Q — 7iiis is what liappens it you lend on produce wliieh is retained in 
tlie < ustody ol the hoi rowor. You say there are difierent ways of storing. l>o 
you sim))ly put the j>addy into a godown, or j>reserve it in any other manner!'^ 
— VV\. only preserve turmerie, hut not i/addy. it depends upon the 
nature of tlie goods to Ik' stored. 

If you think that this is a \\<>rkal/le ))ioj>osition, can you suggest 
the reason why many have not come lorwanl, tliough Government liave 
ofler(‘d to giv(‘ tlu^ co-opmativt' societie.'* loans uj) to lio,00() in each ease 
aiul ])ay half tlie cost of luiilding these goduwns, and a eoucession that the 
loan may he i'epa\ahle in 20 .years P 
I — i iia\(‘ no experience of that. 

Q. — 'I'iie reason aj/pears to m(‘ to h(‘ lliis. Tiic cost of a godown to ho 
consti ucted liy (o>\ (u nnunit is rath(*r lu'avy; the godow n is to Ik* a solid one 
W’hieh can he* locked nji efliei<‘ntl.\ . It is onl\- going to he used lor a very 
shoi’t season in the yc'ar. In rest of tin* year, i.e., for niiu^ mouths, 

when .vou Inn'e got nothing to store, it has to lie idle. "File godown must 
fetch sufficient profit dining tlie thrcM* montlis during which it is to Ih‘ used, 
^and considei'ing the godown rtnil, the eapiiil involves!, it is hardly a jiro- 
* htahle iirojiosition and hence their unwillingness'' 

.1. — Yes. That is a serious mattei', no doubt, but if it is not jiossible in 
villages, in big towns the sc lienie ma.>' work siU'cessl idl.v. 

Mr. llrdisoii: Particularly in the north-east, the* Imperial Bank ad- 
vanced lot of inoni'.v as kc'y loans. 'Fbey are nnsatisfaetory . We had to go 
and inspect tluun very oftcui and we found that (piite nnsatisl aetory 

A . — 1 think an> l>ody ach aneiiig money on goods in godow ns must neces- 
sarily go and inspec't them, unless they are insured. 

Mr. M<iuin\ Aie \<)n nc»t getting these' godow ns insured'-' 

l.-Yes. 

Mr. IJ ('arson: In \'()ur written evidence .vou say tliat though the f(*eling 
is very strong against their existence*, still the iVlarwaris are lohnatc^d as a 
n(‘(■essar.^' evil. You say tluit they charge far higher rates of interest. Are 
the Marwaids to he blamed for that':" J)on’t .vou want to reform all social 
and partieuluriy mairiage customs of the country.^ 

.1. — The reason is the iui|)rovidenee of the people. 

Q. — Don’t yon think that they must naturally liave to charge a liighei’ 
rate of iiiterc'st to cover l isksP 

.1. — But tliere ought to he a limit to it. They usually ehurgci usurious 
rates. 

7//C Chainnan : Tiic Alaiwvaris fuiierion as j>aw ii-hrokers also. They lend 
on lesscis at a low rutc\ 1 have examined a certain ease* m.vself. 1 find 
that in the aliove eases thc'v are lending at about 6 jiej- cent interest. 

Mr. riujoKis : Are thc're snfhcdent laeilities lor the financing of internal 
trade in South India at iiresent? 

A . — f think there can lie more. 

-In what \va.\ 

1. — To finance agiieultniists, to lend them on their goods and on pro- 
notes. We have not got sufficiently into the interior at all where real pro- 
duce is marketing. 

Q , — Are there sufficient facilities for discounting internal bills of exchange 
or lumdis? 

A . — It is all a question ol hanking facilities — which must he improved. 

f — Why are they lagging behind I" 

. — Tliere is not sufficient encouragement. 
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By whom and in what ways? 

• 1. I iiu diflk'uliy U thiN. Wlun a hraiirh hank |n starit'd m iIk* urhun 
ttn'a, we> ought at Joast to gt*l u <frtain ilopo>it to run tin olhic It i,s not 
always [lossihlo to extH^ct money from the head oftice to the hraiuh. In the 
fiea>>on every avaiiuhle money in utilized in the liead olfue It <.id\ 

in the off-season that the tnuihle arises, and unit's^ there are deposits in iho 


uiufNH mere are Oeposits 

Villages themselves, there will he ditheulty ieU to tnti the hank. 

O. hieh are the institutions that now hnaiux* mttoiud trader 

^ Alultanis, the ioeal money-lenders a ml (o-operative hanks 


In the 

Is <.id\ 

in the 


Q . — Ihi not tile hranehes ot the Imperial Ihmk litunut' 
1 Wherever the Imperial iiank has g%>t a luaneh it 

also tiname intmiial tiatle. don’t yon: 

/!,- — Yes, we do. Wheie\r*r we havt> got hraneh<‘s, ue df 

Q‘ — Jk) you iviiUiie any lacilities I.m the sainer 
.1. — 'J'heti‘ is a great ni*erl Inr that. 

Q . — Do you tinaiU'O industrial optuat ions 

A.— No. 

Q, — What alxuit the Bezuada nulls " 

-1 . — W e^ do. 'I’hat is one ot tlu* latest iiistam< ->. 

ha\f ht'en also Imam mg the copra indnstr\ ni J 

l.-Yes. 


internal trtule 
di)es. 


A iiepiK'v r 


Is tlu 

A.- Quite 

iiidiisl r\ . 


w t‘ havt‘ no 


gHumdu II t 


Do you underwriter' 

.1 N >. we do not. 

- Do you rany on agency luismessr' 

.1. Yes. We ari' now agents lor the ( entr.il Ihmk oi huh 
- Do .\ou (oiU‘et ilividmids and otiau diU‘s Im muu ( lient 
A .- Everything lor otlnus. 

^,h--Wdiat kinds ot dejxisit do >ou taker" 

.1.— We take. tliriH’ knuU ol th'posits' eunviii, hveil and sa 
And in the season a Inui there is gri^at deuiaiul tor ua/iu N I pav 
oi interest, ii I eould invest it on a better enlei|uise. 

-YOu!' deposits ha\e increased iluiing the last Id veuis- 
. 1 .“ t’oiisiderahly . I think it is one eron- and st) laklis as ou 
lau' and 1 think 1 have increased it h\ dU lakhs m 1 h<* 

tour \auirs. I am only speaking troin niemoi v. hut 1 may a 
iiureusing in leaps and Imnuds. 

Q , — Hav<* you Iwhui iiureasiug it at the expense of some 
hanking institutions r 
A.— No. 


think 
nil onl\ 


1 India. Jiomiia \ . 


ivmgs ’Mauk,. 
» a high late 


.‘d si |)tX (MlO 

last thret' i>r 
V I hilt ll IS 


f .some ol the 


Q.— Do yon know oi any dwindling ol ileposits in otlnn lauiks 
A. — All the hanks are getting more ileposits. 

Q — Have tin* exchange hanks also iiic rcnised their depi^sits? 

A. — Yes. they are also increasing. 


— From what class of jmople do you receive deposits;" 

A.— Mostly from the jiroh-ssioiuil classes. Tim poor and middle c lans r<‘sort 
to the savings hanks and the mercantile eoimminity and monied classe.s wlio 
have no other investment go to fixed deposits. Tiiey also oi>en eurrent ac- 
counts. Vakils and otlier professional men deposit then money with Nattn- 
kottai Chettis. 

— Have vou lowered Oi raised the rate of intej'est on deposits duinig 

the last five years y . x - 

^4. — 1 have increa.sed it. I have increased the nite to o |>er e«*nt. 

1^.— But I ftiia that the tendency in the inoin y inarkot has Keen to hnver 

the^iate^ all dcpend.s on circuinstanccs. Wheo thctc arc coii't.etitig intnki* 

you have to raise the interest. 
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O . — From what kind oi banks do you fear competition P 

A. — 1 fear competition with most of the Government banks, pariicularly 
with their treasury bulanee an<l their |>erifH]ic treasury certificates. The 
Government take up a lot of money which otherwise would liave <‘ome to ms. 
During the last few montlis, I have lost about Gi lakhs by way of deposits, 
for the depo8itoi*s w ill get 5^ per <*eiit if they take treasury notes. 

Q . — So you hji\ e raised youi rate <if interest on deposits?" 

d.— Yes, hy about f ])er cent for two years, 

(j/. - On w liat hccnrity do you leml P 

di.- Mostly on fiouse and buildings, on joint pro-notes, and joint signa- 
tures; then <>11 (ollatcral securities, on eipiitaiile mortgages and generally on 
produce. 

Q . — Jfo you iMil lend to landowners outside P 

.1.- No, unices tliey bring joint signatures. 

Q. -VVliat is tin? pm i eiitugc of your iojuis on mortgage of lands P 
do not know. I know only ol bouses. 

How nmcliP 

A. — If the iunount is very large, say for instance Rs. 25,000 we will 
charge a bit low<*r tlmn we would for lls. 5,000. I take all precautions to 
see that the encumbrance ecrtifieates are appended and the party’s title 
is examined by my legal advisers. Kvery precaution is taken to sec that we 
are not cheated. 

Q,- ~x\t what rate ol intoiest do you lend on Government jiaperp 

A. — Wc' do not lend on Govornment paper, because the Impciial Rank 
offci’s at the bank rate; but I (•amiot lend at the bank rate. 

you do it foiiiunlyP 

A. — No, unless the party reciuests. I u.^ed to tell them that the fnipeuial 
Rank rate on Goveinment pa])er would l»e eheapcj-. 

Q . — Have you acUaiiced any money to Messrs. (', K. i\ara 3 'ana Ayyar 
and RrothersP 

A . — Ry means of some intuition I avoidcnl it. 

^^>.-"\Vliat fluid resources do ,\ou keep? 

.1. — As fluid lesouree ( kec'p about 20 lakhs of (government pui>er, aliout 
three to lour lakhs of Muni<‘i[>al Ronds and a large cash balance with the 
Imperial Bank. 

Q . — VVdmt is the projiortion or extent of sucii resources P 

A.- It will bt‘ from 12 to 17 per cejit in the busy .sea.soiu 1 may oven 
he tomi)ted to diiiw out a little more beeau.se I have got an overdraft ar- 
rangement. I can meet any demand by jesorting to my overdraft resourc?es 
fn the slack season my percentage will be niueh more, even 20 per cent at 
times. 

y. — Cei'taiii scHiJi'ities de{)reciateP Don't they? 

A. — Yes, even Government i)aper sometimes goes down iu value. 

Q . — Do you make any provision for tliutp 

A . — Certainly J do. 1 keep a contingency fund to meet all such contin- 
gencies. 

Q. -Do you think your fluid lesources are sufficient P 

A. — FjoiJi my experieuc'e 1 find them very ain[>ie, and sufficient to Jtueet 
even heavy deiiuuuls. 

Q , — If there is a ruup 

A. — I can manage even if there is a run. 

H.— How many employees liave you? 

A. — Do you want in my liead office or iiicluding all branches. 

(.h-“fn the head office? 

A. — In the head office. I had about GO ederks and about five or six officers. 

D. — ^Are they all trained hands? 

A. — They are. 

Q — Wdiat training have they had? 

A. — Some have passed the Government Diplouia in Accountancy while 
others have had training in other banks. 

Q .- — Do you take graduates? 

A. — Oh, 1 have got so maiiy,% 



161 


Q . — How many have yon? 

^ .4,.— I have got even half u dozen H.A., H.Fa., atol thnv or h>«r Houo«l*8 

men. I find them very giwxl. They |>iek np xtoh vt‘r> <nurkly 
Q . — Have y«)U any rriHlit lines with ferei^n hanks- 

y— 1_ ■"■ant to oiicn, I mil jiiM "cttmt: int.i loiitad «itli llic Mullau.l 
liank. There are so many remittanet's we make to Knixlaiul. rmniftamx's irom 
our constituents loi llie (alueatson ot tluor I’lnhlrtni. Tlnot* ate so many 
la\%\eis who want to itnnit mtmev to th** T*r»vy ('onm il and '^o nji and ht'nee 
1 am making ai rangejnents with the Midland Ihmk 
Q , — Have you keen sn(‘<‘tvssftd ?■ 

A. “1 am only just starting d. 

Q . — You have sona‘ knowhalge of nidhis. 1 Iw liove"'^ 

A.— Oh, yes. 

Q . — Are they really mutual crtMlit institutions 
A . — You mean like* eo-nperat ivt‘ sixiet tes 

Q. — Yes, mutual Ixau'lit rather tliau profit seeking’-- 

A . — They are not so. They ai-e ]>U(‘<‘a conunerem ! (.me«tns, Tliey lend 
on houses and jewels to anylxxly and e\ rnywhei <*. 

Do they lielp the arc unndat ion of savings;-* 

,T . — Some of them have savings hanks end < in tent arrounls, 1 know of 
some who had gatliered g(XHl savings. 

D. — Do you think tlu' provisions of the fmlian ('oinjuiuu's Act sufficdenlly 
guarantee th«* seeurit\- of the money deposip'd in (lie nidhis'-^ 

A. — 1 am not suia*. 

Q . — Perliaj>s you km)vv soniething alxmt recent imlgmenK ihoiif iiidhis;" 
A. — \"'es, 1 Iviiow. Tlieve is a talk ahont their heing hronght under th«‘ 
Indian ('ompanies Act. 

Q. — What ])rotec‘tion wouhl you suggi‘st 

.4, — At present tlie uidhis talv(* in sliar<'s and take liark shares as and wlum 
jieople like. Tdider tin* Indian (kinipaiiies Act surremh'i oi shaies will luive 
to 1)0 considered as writing oft of capital and all the (oiiseti ueiucs arising out 
of that Iiave to he* ohservfxl. Hut this is very irk^(>i»H'. I tlunk the surrender 
of sliares sliould not lx* tr<':it(‘(l as sun‘(*n(l('i' of share capital, ’Dial is what 
Diwan Daliadur 1\ risimaswami Uao also wrol(' to the (hoaru incut . 

Tlir Phairnian : Tt is surrender of sliare capital. Is it not ‘r^ 'N fui cannot, 
got away from that fact? 

A . — You pay in and take* it hack as you like. Of course^ teclmifally d 
is so. Hut it is very irksoim*. It should he tiinded just like suhsc.ipt iojis. 
otherwise it will he v<*rv <lifficuU to eariv on work. 

Afr. Thoynns: Are the hooks of the mdliis pi-o|»erl\ audited-' * 

A. — Now they oin]doy eertift(‘d auditors and liaic their hooks properly 
audited. 


Q . — Do you think the nidhis have too many directm 'r- 

A. — T do think titere are too many and tliat they arc’ eating a major 
portion of the profits. Tn the Ylylapore Fund tlic miuilx*r of (lirc’ctois an* teo 
nmeh ; so also in the Tri])lieane hTiud. 


Q , — You spoke about pcxjling the resourres of the iudigmious. hanlu'r and 
the money-lender ? How could W(* achieve’ M hat is the inducement '' 

A. — They are to he taught by means of firoringanda that liv pooling their 
resources they stand to gain in ev<*ry way. Thc>v will then find thc’V can Icmt 
at cheaper rate and get a Vvetter I'eturn. 


<?.— Tn that case will they >)e able to lend to all the* clns^cs tc, whom tlmy 
are at present lending, T mean especially the improvident classes? 

A , — ^Yes. 


Q . — At what rate do they now lend 
A . — Tt depends on local conditions, 
lend at 12 per cent. 


to meu’chants 

hut T think T can snv ihox gcumiallv 


Q . — Ts that rate exorbitant? 

A. — Tt is not. 

Q . — Do vou deal with Marwaris? 

A do not deal with them direct except 

htindis. 


sometimes 1 


discount their 
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— What do you think ahont the development of joint-fttock banks in 
South India P What are their prineipal tendeneies? ^ 

j — I think there is a tendoiuy towards stagnation. They are not nuiRinf 
umeh headway. I feel it in my own office. 

Q . — Have von not been opening ninny hranehesP 

A, — I liave not, at least a.s many as 1 would like to. T want to open thi*ee 
more l>]‘anclie.s, but I am unable to do so. 

Q — Why P 

j — Firstly, I cannot get properly trained men. Seeondly T am not sure 
of a return and if J go to a place of some importance the Imperial Bank 
is already there. 

Q . — Are there not i)laces wliere the Imperial Bank has not opened 
branches? 

4 — There are soveial places, Imt the fact is there is no guarantee that 
those places will he r(uuunei'ative. 

Q . — If you (‘ucourage the depositing habit, the branch will be reminicrative. 
Is it not sop 

1. — Yes. By |>]-opagandn work and by ofiening tentative banking offices 
new ])rarH-h(V'^ can be made paying. 

Q — Yon spoke of lack of trained men. AMint sort of trained men do you 

r(Hjuire P 

I — B()ok-kee})eis can be obtained without difficulty and can he trained 
easily. Tt is the inanag(*rial staff that is difficult to obtain. 

(h“-Ts the G.n.A. training sufficient for a clerk? 

4 — Ti is surfi<'i<‘nt for the post of an accountant, but not for a manager's 
l»ost. 

(b-What about the B. Com.? 

A. — Kv(‘n tlime. tliere aie two (‘Oiirses. One is the secretarial and the 
other the accountancy hrancli. Some Bachelors in Cnnina'rre are auditoi-s 
only. 

Q — p)o YOU hapoen to know anything about the wtu’king of joint-stoek 
hank’s in Malabar. Tranvaneore and Cochin? Do yon know whether they are 
dov(*loping on ^ound lines? 

A . — T am afraid thev are taking too many risks. The way they advor- 
1 iso and offer rat(‘s of interi'sl, are not condu(‘ivo to sound hanking, 

C - Would you suggest some form of legislation for joint-stoek hanks, say 
as in Canada? 

A . — T think our country is not so much developed. 

C.— Ts it not time tluit something was done to guarantee safety? 

.1 .- Toil can do it, hut the Canadian m<*thods are very much in advance. 

0 , — But Canada is a new country? 

A . — But everybody is literate there. 

().— Then what methods would you suggest? 

A . — Proceed to deal with the present diffieulties and give more fnellities. 
Tn the end we will gradually evolve a system of hanking which is suited to 
the counti'y. T will not advise the wholesale hodify copying of foreign 
methods. 

C. — Do you know of any hank failure.s in the last ten years? What 
were the causes? 

4 — There' was tlie failure of the Bongril Nariona] Bank. 

0 . — T do not refei* to other Provinces. T am asking about bank failures 
in South India. 

A: — The causes were duo to specnlativo inve.stnu'nts and improvidence. 

Mr, Mvfhuth : Would vou have the Government run the ware- 

houses at taluk headquarters? Will not the hanks have more confidence if 
the G<ivern merit 'ivere to run them? 

.4.— Certainly. I shall he only too glad if the Government will under- 
take that work. 

The Chairman: Do you know the system prevalent in Java where the 
Government runs pawnshops? 

A . — I do not know of that. 
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Ukr. Muthtah (*hftthfrtr: A^ut apicnltwm! pijw you wiy itidt tJi« 
mriod should l>e longer. What wirtild you ahoukl he the {>erui«lF 

A.— I think it should lie 12 months. You ^11 have to wait for anotlier 
hanrest. 

Q. — You weix' saying aliout the exorbitant rate of interofti ^ars^ , hy 
the money-lenders. \Miat do you think will be the net yield on the capital 
inreated by the indigenous banker after taking into cotiaideraikMl the leaaca 

Olid expenses ? 

course ahen he charfces the high rate of intereat he takea into 
consideration the total 1ms, the partial loss, legal exj>eU9e«, delay in meorery, 
etc. The indigenous hanker realises on the a*hole 7 or 8 per rant on the 
capita) invested. 

^ — What will 1m* the yield to the indigenous Hankers in townA, vi*., 
the Multan i and Xnttiikottui t'hettisp 

.4.— The yield on tlu' capital investee! will Ik> of coiirne t> per «mt. 

Q , — Do the indigenous hiiiikei> «»\iM'rie!UH* nuu h difficulty in the recovery 
of their loans'' 

.4. — Xo, luvause they know the men. they aix* on the 

Q , — Do you mean to snv that thert» is no delay in rtnoveO’ nt 

4 .„_Xheie ate cum-s in which delay occnirs and for whudi they have to 
go to court for rtK‘ovc‘ry. 

— C'an you give the proitortion of loanable capital tn the hand* of 
money-lenders and indigenous hinikei's cMtiiipurtHl with the loanable capital 

with nil the other banks? t * i i 

I „.-l remeniU*! to liave s4H*n a flguiv worked out in Mr. Juines ixmk. 1 
think the total loanahle capitHl with tlnun is 25 per <M*nt of the whole. 

V information goes to show that it is five-sixths? 

.4. -ft may Im* so. 


Q — Could the indigenous bankers Ik* replaoiHl ? 

A. — l^lpussibU^ 

Q — Ha^ tho iiiirn'iiu'iit to any KxU‘nl rfplacotl thtno |H»o|>lef 

4 _Y«-s; tlw-v liavo icIi.v.kI th«‘ nnriiulturiaia. 

9 —1).. tl.o ... tl... v.llaftos prt'U.r tlu- ctw.iKMalivo aociotiea or tl... 

"’^r-NoJ’7ho‘nu-tl..^ .-...m. to th. ro..,a.r«tivt. and 

the banks and tlic improvident always go to the Marwan. 

Q What is tlie raU^ churgtKl by the c-o-o|H*nitive societies? 

A.— I think they charge 1> |w*r c’lmt. 


^ what iH'iiods? 

[ — jt\,r short i>eritKls. 

1 — Have you heard «>f the {wnal rate.*' 

1 Yi*s. there is a penal rate. 

.1.. mTi.,.;.. -».i I ■' i- 2 

/, _Havo you h-ird of .snn.e mk .^tios .-I.arging 3 pie* ,M.r 
4 Mav be, I do not know . 

o!-Ge.'.orall.v is not tl.e -yot forc^l to ,.ay thi. i>onal rate n» tl.e t,n,. 
allowed to him is very short y 

SrUnTTnd Lndm« rate 

8J per cent. 

9 _So von have a marf' of C per cent. Is it not? 

4’ Yes. 

C, _Do vou not think that it te ^ IH*«i^ C^d at .nything km than 
-irt hv the indigennns hanker in tbe town. - 

12 only i^erthat he can make aoHM-th.ng ont <rf U. 

n Did von aav hanks could he atiii^ in the wlHneea? 

J 90 
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You suggest^ propaganda work. What kind of propaganda irork 
do you suggest? 

A , — By means of leaflets, education, cinetuas, and by bringing it to the 
notice of the villagers that instead of hoarding money they can put it in 
banks and earn interest. Of course, for all this some kind of personal argu- 
ment is refpiired. 

Q , — You were saying the indigenous bankers deduct interest at the time 
they give the loan. Is it not? 

What I have heard is when the Miiltanis discount hundis they deduct 
the interest at the start. 

Q . — Bo far as the Nattnkottai Cbettis are concerned do you know any- 
thing about them? 

A. — They do not do it; they are much more respec*table. 

Q . — What is the rate charged by the Urban bank? 

A . — Four per cent for one year, 4^ per cent for two years, hut in certain 
cases a little more. 

Q . — The deposits of Nattnkottai Chettiyars in Madras have gone down 
when compared with their deposits of a few years ago. What is the reason 
for the fall? 

A. — Some of the Chettiyars’ failures are responsible for this. 

|>. — Ts it one of the reasons? 

I, — May be. 

Q , — Do you think that the Nattnkottai Chettiyai*s can attract deposits in 
the mufassal towns where they have branches? 

A . — T do not think so. They lend in nnifassal and they get deposits in 
cities. 

0.- -Borne say that branches of the reserve bank should be opened not only 
in tne Presidency but also in other towns? 

A . — They cannot afford to do it. They must leave them open to the joint- 
Btoc‘k banks. 

The Chairman : Mr. Balaji Rao, I may ask you a few cinestions. What 
is the nature of the agricultural paper? 

A. — That refers to the long-term' usance; on produce, on pro-notes 
and on hundis; deferred payment, say one year after date. 

Q — What transactions do these represent? 

A . — Loans for cultivation expenses. Everything is included, even buy- 
ing of bulls, seeds, etc. 

Q.- -Would the bank discount such paper? 

A . — They ought to. 

Q . — Do you expect it to he repaid within two years’ time? 

A. -They ought to take long-term deposits also. 

Q . — The nature of the business creates some difficulties. Would your bank 
at present discount it? 

A. — Not at present because so inucli of money is on demand. All my 
deposits fall due within two years. 

Q . — ^What is the chance of the agriculturist repaying in time? 

A . — The produc*e and the property are sureties. 

Q , — How do you recover the money? 

A . — ^By attachment and by legal proceedings. 

Q . — This will take a very long time. 

A.— Yes. 

Do you think that your bank would be prepared to take the risk? 

A, — Yes, if the people are educated and pay the interest. 

0. — -You have to educate very many iieople. You would not undertake to 
do that business at onoeP 

A. — Until there has been a general increase in the banking education, I 
would try it on a small scale in some first-class villages. 

0. — Would your bank accept such paper? 

A. — ^Yes, they would. 

Q . — Can they realise the money so soon? 

A. — There would be no difficulty. 
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tiin^P *’*'**'* discount (.ucli t>apcr which ia duo to l>© rop.id in two years’ 
they attrcTTonyt^m do^'i'^.'”* dc,Kwit«. To discount such j.K,>or 
0. ^luo oi your borrower:> are ugricuiturai imjcuIo^ 

wA~ts IropZr '• 


— is there uo security at ullh 
.4. — 1 can attach their\rop^. 

Q. You can attach only through a court of luu . 
take?* 

*4. I can attach theun lK*forc judgiueiit. 


Then how long will it 


O . — You want a very large staff Y 

.1. \\ e cun get them cheap in the villages. W e do not iiiikist t»ii 

graduates. 


Q' W^hut al>out getting de[K>sit 5 » iroiii them 
.1. — AVe einjiloy resi>ectal>le iH^ojile. 

Ml . tiopoUi Mtnon . You know that the Agricultural Jiniik ol India has 
opened branches in the ( ity ol Madras and other toansh 
.4. —Yes. 

y.-Have you lu‘iird ol that bank a<ivaiuoiig nuiney in the loiiii now 
suggested to us?* 

.4. — No, 1 have not gone int(f it. 


y. — Is it not the projHU' luiHtioii ol siuh banks to advance money on 
agriculture?' 

A . — My .statement was that il the agricultural banks are not tinue, Llie 
joint-stock bunker may stej* in and do tliat work under certain conditions. 

y. — AYhat is the amount you will advances to them roughly Joi agricul- 
tural purposes?' 

.1. — Say 50 per c^Mit of the value of the crop. 


y. — What is the secunty l>ehind those* pajH^rs:' 
A . — I want a joint .security. 


The ('hainudu : You spoke of the use ol chtH|ues in your bramhes. Are 
tho.se cheques used to any great extent as negotiable iiistruineriU r' Am I 
right in .saying that in a majority of <»ves it is simply mmU to Uie bunk and 
encashed on the spot ?" 

A. — They do not circulate vmy fiwly. 

Q — Why is that, do ymi know?' 

A I think they suspect the man may hav urgency of realising the cash. 

The mall who ^ecei^es the cheque is hiiiisell Jn need of cash. Tliere uru 
others who will quickly cash the cheque when the draw4T is not known?' 


Q I ^ ill C|Uote a casi^ which came to uiy iiotit^* in Tinnevelly. There a 

man had a current account. He vlrew a clwHjUe to pay a mereliaiit tint lie ftcnt 
his own cheque to tlie l>ank and drew cash and paid tlie cash to the mer- 
ehaiit instead of drawing the cheque in favour of the merchant and sending 

it to him— is that common? , ^ , 

4 ehetjue hahit has not develoiHHl m the different plac-e«. 


O --Now regarding the question of hoarding in villages have you any 
reason to suppose that any of the hoarded money in now canning out? 

Y To a certain extent conditions are lietter now. rhe increase in fixed 

depwits represents the increase in the amount of currency in circulation, 

^lAoes it repimeiit othei hoardings coming out ? 

y_T^1ieve the hank habit is eatdiing on. More money is liemg m- 
vest^d and is ptit into circulation thou left idle. 



Mr. Muthiah (Jhettiyar: UouW you not lower the rates* charged to iudi- 
genoti8 bankers F 
A . — It won’t pey. 

Mr. Gojxila Menon : Have you any idea of the deposits in these banks? 
What is the security for these depositors? 

A . — I thiuk there should Iks some repix?soiitative of the depositors on the 
t>oard of a bank. 

Q . — You mean representatives of the depositors od the board of the bank 
but in several banks representatives of the depositors are sei’vingP 

A . — They ought to l>e in it. 

Mr. Muthiah Chetthjar \ Should there Ik; no election for these represen- 
tatives? 

A. — No; they may form a body by themselves. The period of director- 
ship of their representative may l)e five years. In our bank it is three years. 
Th^ director need not l>e a depositor but a rei^ resen tative to watch the 
interests of the depositors to see that the deposits are properly invested and 
fairly distributed. Some have spoken to me about that scheme. 

(The witness then withdrew.) 
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Oral evidauoe 

Mr. iiopalo M(nim : Mr. Haiiiunathan ( iKittivar, }oui ootiimuntiy is 
hereditarily known an aiu it'iit class ol hnnkei^? 

;1. — Yes. 

Q, — Your coinniuiiitic's* i laiisaetions cxIcmhI ttj llu* whole of India and 
oMtside Indian 

.1, — Far beyond. 

Wlio inanajiC's yoiir olfiees in llie inniassal 
A.- -The i)rinei[)al and the agents. 

Q — the principal always j)Jesent or is it geneiHlIy tfoiic through youi 
agent.s ? 

4 — Througli the agent.s but the principal eojiirots. 

__H^ve you at any time noticed any defalcatious? 

A . — Occasionally. 

Q . — N oi genera 1 ly r 
jl — generally. 

Q^^Yon have found them to l»e thoroughly hoiu'st? 

^ 4 — xhey are thoroughly honest. 

Q You have entrusted them with a large amount ot capital:' 

A.— A veiy large amount. ^ 

L^B^uk JrlrSrtkrul .n.titutiou to I. fixed .n Auou wUl» 
^"l®!_Co.taiuly, the rate of the Imperial Bank will affect the mtercat of 
^‘'^(^^iYlu’are for creating a fixed relatiou-ship, nanHsly. the rate of interwt 

, .... 

■-Even without that fixed relationahip can you .say the margin that 

k.to be If there is a lower rate e< 

thrtfperi^* Bank, there will hi a lower rate among the CtoWt 

iri4lten evidence, vuh jiages 263-254, volume tl. 




1 ^ 


Q , — Can you tell ni© what th© margin ia? 

A . — The bankers take the demand for money and the market into conei* 
deration and fix it. It may l>e 1 per cent more and IJ per cent and some- 
times even 2 per cent. 

Q , — Is that the difference now? 

A, — Th© difference for the i^resent may be to 21 i)©r cent. That is 
th© difference that wo find. That is oiiJy for Nattukottai Chcttis. We lend 
even at this rate or even at a higher rate than this for others. 

Mr. Ilearson : Above bank rate? 

A. — They are borrowing from the Imperial Bank. 

Mr. Goixila Menon : Do they also adopt a similar rate? 

A . — 1 do not know much about it. 

Q . — Because we have heard that this difference is sometimes double and 
tripiC. J am putting the question. Are you iK>sitive that the difforenw 
is only about 1 to li per cent. You say that in places where the indigenous 
bankers establish branches^ the joint-stock bank should not l)e allowed to 
open branches. What are your reasons? 

A. — The thing is that if joint-stock banks are allowed to establish branches 
in local centres, there will be no room for the indigenous banker to spread. 
Rather tliere will be competition lietween the indigenous banker and the 
joint-stock banker in which case the indigenous banker may not flourish 
and may not bo able to compete with them in the long run. 

Q . — Are they not living side by side now? 

A . — Now there are some branches. There may be many hereafter. 

Q . — Have you heaid of any country in which they have imposed similar 
restrictions ? 

A, — 1 am not sure. Indigenous banking died out in England lieeause of 
th© establishment ol joint-stock banks. Similar banks have develoi>ed into 
banking institutions. We tlo not find much of indigenous banking in 
England. 

Q. — Y"ou are thinking of the position that will come into existence ii a 
Banking Act is put into operation? 

— If joint-stock banks are established in plenty. 

Q. — You are thinking of the competition it the Government introduces a 
banking legislation. TJiat is your idea. Is it not? 

A . — J think il joint-stock banks grow in number certainly there will be 
a fall to indigenous’ hankers. It will affect the indigenous bank. 

Q. — You know wlion the Bank of England was first started there was a 
condition that no bank should he established within a certain area. But 
afterwards that sort of restriction was removed in order to find room for » 
other money-lending institutions. Is it your idea that these indigenous 
bankers will combine and start joint-stock bunks? 

A . — There is no such c-omhination and they may not start. 

Q. — You want that indigenous bankers to prosper without hindrance 
from outside agency because there are plenty of advantages in it. You 
w^ant to include Marwuris, Nattukottai Chettis and all kinds of indigenous 
bankers. You say in paragraph 6 of a central institution and that th© 
Government ol any country guaranteeing safe return of deposits would 
help them? 

A. — ^Yes, it would. 

Mr. Mufhiah Vhettiifar : What is the rate allowed by the urban banks 
on deposits?" 

. 4 . — For dei>osits 4 per cent for one year, 4J per cent for two years but 
here in certain special cases a little more. 

i Q. — Nattukottai Clietti deposits in Madras now’ have gone dow^n 
jpk>mpared with their deposits a few years ago. What is the reasoit^i^ 
fall ? ... ^ 

A . — The history of the Chettiyar failures is lesponsible for this. 

Q . — Is it one of the reasons? ' 

A , — ^May be. 



Q , — Do you think the Xattukottai Cheitiyars I'yin attract deixjsita in tli« 
mufagsal places? 

.4. — I do not think so. They only lend in mufaasal hut thoy pot dopo^ita 
in the cities. 

Q. — Thei*e are some who say that branches of the reserve hank should 
be opened not only in the Presidency town hut also in other towns? 

A , — They cannot afford to do it. Thoy niusl leave them ojkmi to the 
joint-stock banks. 

Mr. QoiHila Mrnon : In paragraph 7 of your written evidenct^ you aay 
that the deposits in or the liorrowiiips of private hanks may lie ja^uarantei'd 
to a certain extent hv the Tm|H»rial Bank. Have you heard of any Govern- 
ment in any (smntrv pnaranteeinp the safe return of deposits made with 
private hanks? 

A . — This can l>o done hv the InijM^rial Bank levyinp a fee fur punran* 
teeinp a certain portion of t!\e deposits on certain fsmdilions. 

Q . — But will not the deimsits V»e very larpe? 

A . — They may limit the pmporiioii of the deijosits and they may aee the 
balance sheet and other tilings. They inny also tix the extent to which the 
indigenous hanks may 1 h> allowtHl to take deposits and hi that <*xtent they 
may lie puarantt^CHl. Bather iosttMid of the Imperial Bank lendinp money 
directly to the small trader they mav puarant^v the deposits of the Hinnll 
traders or the indigenous hanks and thus allow the indigenous hanks to 
take in more defxisits and facilitate them to lend money to the small 
traders. 


— But how can the central institution punrnnUx* the repayment of the 
deposits invest'd in the indip<*nous hanks? 

^ — It is something like lending to the indipenous Imnks. Instead of 
lendiiiK to tlie indipenons hanks you puarautee the deposits and that comes 
to the same thing. 

__What is the sort of security that you can offer to the f*entral insti- 
tution for doing this sort of guarant<M' work? 

— Tlte iinmovahle pmjM'rty or any other wot of WH’Urity. 

(;> --XJnder the Imp<‘rial Bank Act I think they cannot lend money on 
immovuhle ])rouerty. Is it not s<i? 

4 Yes. They may take any kind of heenrity. 

Q —^o you want tlie hank\ money to he earmarkinl for the purpoite of 

Ruaran^uig.^ t tlio Tiiiporial Hank may fhaiRn a oortain fi«c for that 
purpose. 

Q po you think that any central institution would undertake a work 

bf that kind^ , 

4 — Certainly, if it is profitahle. 

0-T^ it vour i.lon that l.y <l<.inK that creator ronfidenro will bo oroatod 
in the minds' of the people to resort to fte indiRenoiis banks? 

A . — I think so. 

n_Tn that cose is it not enough if the pnhlie eonm to know of the 
£ 'q 1 nneitioti fif the indigenous hanks liy other nietliods. Btiieh as 

them _fi^a^im.al,^stond^^C^ all th«-«e l>eean«e there is no facility ol!ere<1 

to the indigenous hanks. 

J 4 r^ +hiK ffuarnntee hv the central inatitution ih to create 
O^Acoord.nc to >o« th'*; attract more dopoaiU 

eonfidence^ in the ^ V„u ean create that sort of eonftden<» hy 

for »th,^pntTo.m J „.r.nl.«in«. On th« oth.r li.nJ 

thev will be able to get more by way of fees. 

O.-Bnt suppose there are certain num^r 
iustitutmn w^ havo^to „ay lead te snch losaea. 
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Q. — You want to create confidence in the minds of the people and if you 
can do that by other means do you want the central institntion to provide 
fuitda for guaranteeing purpoeesP 

A» — Yes, Provide the unused funds; but the publication of accounts 
and all that will simply iiivotre expenditure without any compensating 
profits. 

— Even noU' you publish your balance sheet just like the joint-stock 
banks. If they are properly audited and if there is going to be a legislation 
in regard to the indigenous hankers as a whole, that will create more eonfi- 
denoe in the public. Would not that l>e enough? 

A. — It is an interferenc^e which may not )>o very much liked by the 
public. 

Q . — Do you not think that Govern meiit snj)ervision and audit would 
create confidence in the public? 

A. — I do not think so. 

Q , — ^Then are you not limiting the hanking profession to a certain class 
of hankers a’ho satisfy certain conditions in order to attract more monej^ 
into their business? 

A . — I am not for any kind of restric‘tion to bo imposed upon the indi- 
genous bankers. 

Q , — Suppose you want more funds to l)e supplied either by the Govern- 
ment or by the central icserve hank if it comes into existence. Would 
you not like to have a cei-tain amount of money as deposit with the Govern- 
ment or with the central institntion if that is insisted uj>on in order that 
the indigenous hanker may get more accommodation from the Govemment 
or the central institution ? 

A. — Certainly. But it should he made optional to the indigenous hankei*s 
to choose as they like, and not obligatory. 

P. — So you are x)repared to agree to making a deix)sit either with the 
Government or the central institution and undergo an audit? 

A. — Yes, if the indigenous bankers choose it as advantageous. 

P. — You say in parngraidi 10 of your written evidenc'e that the Regis- 
trar’s offic^e should have a record of rights. What do you want? 

A. — Now if you apply for an encumbrance certificate it takes a good 
lot of time. Then you choose the document you desire and apply and 
get it. It may cron tain nothing and you apply again and months are taken 
in ascertaining the title. What I want is that every transfer of interest 
in immovable property must l>e rec‘orded in the recoid of rights and the 
paper showing the owner of the pi-operty may he given to the owmer so that 
he may easily transact business on the strength of that and take loans 
giving that as security. 

P. — ^You want that to 1>€ done? 

Yes. 

P. — In the last paragraph (paragraph 12) of your written evidence you 
want certain restrictions to he imi>osed upon the non-Tiidian exchange banks. 
What kind of restrictions would you place either on these exchange banks 
or the foreign insurance companies so that this country where they make 
the profits may Ije l)enefited? 

A, — One thing is that non-Indian exchange banks should not hereafter 
be allow^ed to grow\ 

p. — Do you know' that tlie capital in these hanks is entirely foreign? 

A;— Yes. 

p. — Do you know" that they are started in foreign countries either under 
a charter or by incoVporation P 

A— Yes. 

P. — l>t>* you think then that the original directoi's will allow the branches 
to be atart^ on the conditions you mention? Do you think that they will 
agree to any proposal like yours? 

A.~T*ben the hard fact will remain that the whole of the excdiange will 
be in the hands of foreigners. 

p. — Are there any Indian haAks that tried to do the exchange busihess 
and did not successfully compete with these exchange banks? 

A, — So far as the eastern countries are concerned, there are the Nnttu- 
kottai Nagarattars who are doing that basiness* 
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Q. — ^I'heir busiiiesh only buying bills for tiausiuissiou purposes. Is it 
not sop 
.4.— Yes. 

Q , — Do they buy bills and sell them in the open market? 

A. — They do not sell them in tlie open market. 

Q . — You obtain drafts for the goods that you ship? 

/4. — No. 

? . — TheJi you do not do the business of an exchange bank? 

Not much of it. 

Q. — If you impose ivstri<rions on the exchange banks, do you think the 
Indian V)anks can rephu^e them? 

A . — They can slowly replace them. 

Q . — Do you think that sufficient money will be forthcoming in India to 
finance the large amount of expoi-t and import trade that is taking plac'e 
in the variou.s ports in India? 

A . — Slowly the money can l>e got. 

Q . — What will be the immediate effect of your proposal? 

.4. — Things may not !>e done all on a sudden. They may slowly bo 
effected , 

Q . — Is it possible to estimate the probable period within which it could 
be done? 

.4. — The attempt has to be made. 

Q. — You say now that ibo Indian managed joint-stock banks are not 
doing the class of l)usiness done hv Uio exchange bank.s which are really 
serving a useful function and yon want still to restrict their operations in 
India. Am T right? 

A. — C^ertainly the Indian managed hanks will come into existence if the 
restrictions ai’c imposed. 

Q . — Hut do you not think that the immediate* effect will he serious 
handicaj) to the trade of the country? 

.1, — It will not scriotislv afl'c'ct the trade hcranse there is no sudden 
change. 

Q . — Do you know that even now tlie cry is that funds are not adequate 
for the internal tiade of tlie country, that the financial facilities are not 
ade<iuate atid that no indigenoirs liankc*!* or Indian maiiaged joint-stoc^k 
hanks are fulfilling their fuiuAion adecpiately and it is therefore tliat wc* 
want Tuore financial institutions to come into existence? 

t.— Ill thaf case you can give en<*ourageine?it to the Indian agencies. 

Q — You can ask for that aid hut not to wipe out the exchange banks 
wdio are doing a legitimate business and are .serving the country in a useful 
maniiei-. So your opinion is to iiu'rease the giowth of the Indian agencies? 

4 — Yes. The Indian agencies should he encouraged to grow as fai- as 
possible and restrictions sbonld be, placerl upon the growth of the foreign 
agencies as much as you can. 

Xfr. Hen rsoti : Do you thijik that in India there are sufficient banking 
facilities? 

.4. — think that more facilities are required. 

Q.-~\Ve w^ant hanking facilitie.s not for the banker.s but for the public. 
It is the public that are really intereste<l. Do you not think so? 

4 — tf bankers have no facilities, necessarily the public have no 

facilities. 

Q , — Are there enough banking institutions now? 

A . — There are. 

0, — I see from your evidence that you are more for re.stricting banking 
facilities than for increasing them. Is that not so? 

A . — I am not for restricting the banking facilities. 

Q . — Yon want to close down the present exchange banks, do yon notP 
4. — T waift also to increa.se the indigenous banks. 


21 
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Q. — Ai-e tht»re siifiiciejit hanking facilities in India P If not w hat steps 
should be taken in regard to it? 

A. — The advantage of the indigenous hank is that it is able to reach 
even placid and persons wliich the joint-stock banks cannot reach and hence 
if facilities are given to them it would he certainly benefiting the public. 

Q . — But do you think it will be a good thing for tlie country if you stop 
the joint-stock Iianks from spreading up-country? 

A. — The existing hanks may l>e there as they are. But let the indigenous 
banks grow and let thert' bo no .sprea<ling of the joint-stock banks. 

In paragraph 7 of your Written evidence you say that some other 
institution should guarantee the deposits made in the indigenous hanks and 
that otherwise the public would not trust them. Is it not so? 

4 — Yes, Now the indigenous hankers are iu>t taking deposits. 

Why? 

A . — Usually they are very .shy of dejiosits. 

Q — suggest that the deposits of tlie indigenous hanks should 
he guaranteed hy some central body? 

A. — ft may he done because it will helj) Inith tin* ijuligeuous hankei-s and 
the Imperial Bank. 

Q. — In reply to Mr. Uoj)ala Moiion you said that some central insti- 
tution should guarantee the deposits in the indigenous hanks. Why sliould 
you not have large joint-stock hanks? Surely competition is good. Is it 
not? In this (X)uutvy you are not .swarming with hanking facilities? 

A. — T think tliat there are i>lenty of hanking facilities to eater to the 
needs of the public. 

Q . — You think that there should he lostrictions to tlie spread of the 
joint-stock hanks? 

d.— Yes. 

Q. — As regards guaranteeing the deposits in the indigenous hanks hy a 
central body or the Imperial Bank, 1 think that the difficulty is tliis. If 

a loan is made to such indigenous hanks, apart from it being pi-ohahly 

seciireHi, it is for a definite known amount, while for a ceutial hodv to 

guaT*antee tlie deposits in an indigenous hank the obligation is of an 
indefinite and unknown amount and cannot he secured. Do you not 
think so? 

A. — That is why T said that a portion of the deposits should he 

guaranteed. 

Q. — You mean a definite proportion? 

id. — Yes, say 25 per cent and they may also limit the deposits to n certain 
figure and they maj' ask the accounts to ho shown to them? 

Q — Urom day to day? 

4 — Yes, arrangements can he made limiting deposits and asking the 
indigenous banker to stand by it. 

The Chairman : T do not quite follow you. Which is the institution that 
should guarantee tlie deposits? 

id. — The central institution. Any central institution may guarantee. 

Q. — Blit are they going to guarantee your business when yon are to 
have special facilities and yon are to exclude them? Are they going to 
guarant^'O the transactions of their rivals? 

4 — is not a question .so nincli of rivals. 

Q . — But yon suggest that tliev should he prohibited from extending up- 
oountry and tliat the indigenous hanks should lie given facilities to expand. 
ThaU is to say, your indigenous bank must lie given facilities to expand 
and the other liank must bo prevented from expanding and the latter should 
guarantee your transactions and enable you to expand. Ts that not so? 

A. — It is not so. The Imperial Bank instead of lending money actually 
takes a portion by way of charges for guaranteeing the business of the 
indigenous bankers who submit to the restrictions the Imperial Bank may 
impose. It is more or less a case of money-lending hy the Imperial Bank 
itself. Only instead of reaching the small trader yourself von ask a third 
party to H, and take the advantage of it. ' 
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Mr. CujHiUi Mcnon : For that flurposc is it not onouijlit it you liiivo 
.scluMiultHi hanks insloatl ot a contial hiuik with c'ertaiii saK'ijuards Vuu 
probably reinoinbi*r that during the time ot the discussion on the creation 
oi a re'^'rve bank there was a wrtain nund>er ot banks pi*opased as schiniuled 
banks to that institution:' 

A . — Instead ot starting new agencies with overhead clnuges you give 
Joans to the indigenous banks wlio iu turn give loans to the small traders. 
All that js wanted is a guarantee for tho deposits in the indigenous hanks. 

- lint beioie doing that there are several other conditions to be 
fulhlled. Are there not 1 :' 

A. — You can impose restrictions. It is more or less liusiness. 

(J . — Jiut it you have the schcHluled banks, you woukl be satisliedr' 

A. — U will be creating more agemnes. It is more or less like starting 
branches. But there is tins advantage in the case of the indigenous bankei' 
that he gt'ts into personal touch with tho small trader wlioreus the other 
agencies do not and it will Ik? encouraging ttie i>ersons already there to 
get into eoutaet with the small traders. 

(*1. -'Even then you can get into touch with them. Do you not think sor' 

.1. —But that IS creating a <loubIe agency. 

Q . — You are tlieie now and you will be made a stlieduletl banker to tho 
central bank and get an advance lor your purpose. Will that sutibly 
you y 

A. That is inoie or less guaranteeing the lending. 

Ml. Hid I son : In regard to the record ot rights 1 do not quite iollow 
you. Will you please e\i>Uun 

.1. - Every transaction relating to immovable pioperty shoukl be regis- 
tereil in tlie Begistrar’s Ofhee or in a sejmrate otliie. I'hat is every trunsler 
must be i (.‘conled in a register showing tho name ot the person having 
ownership ot the property and you may be given a eoiiy ot . the register 
showing all tlie transactions therein. 

Q.~ that teasildey 

A, — it docs exist in Malaya and other places. 

TJn: ( 'linu inun : Tlie didicuity is this. At pre.seiit \ ou have got the whole 
thing in tliC' viituge otticcr’.s accounts and even tliere it is not continuous, 
ilie settlement legister is written uii once in 30 ^ears. 'J’lio patta is not 
a title rleed and ii is not obligatory on anybody to register it. it you luuko 
It oliligatory y<m \nii 1 give a trememlous power iti the hands of tiie village 
ulhcer. 11 it iias to be done by tiie taluk otiice or the registrar’s odico, tixen 
there will be a vast uiiiouiit oi work involving a good deal oi expen.ses. At 
present there is the village registration for pui’iioses of making thO eollcc- 
Lioiis. Do you suggest tiie coui*so that it should be maintained and brouglit 
up to date lor an entirely dilierent purposed 

A. -Yes. 

Q. — But you .see that it ci*eates a diltieulty. It would liave to be centra- 
lized and you could not do that in the villages. Do you not think soh 

A. — Y"ou can centralise. 

Q . — And then it will involve an enormous amounts 

A. — Yes. C’onsulering the saving of money in litigation the expense is 
not much. 

Q — You want to register mortgages F 

A. — Y^es. 

Q — Y'ou do not want to register the lease of mortgages ? 

A. — No; not leases for small periods. 

Q. — But will there not bo great difficulty in ascertaining the exact 
position ? 

A, — Jt should be something like the swearing of tho vakalat. The mort- 
gagor or the mortgagee or both should go to the nearest Registrar’s Office 
or the nearest Magi.st rate’s Office and l>oth should sign on a paper and aend 
it on to land offic**. 

Q . — Would this not involve a very groat increase in the number of trans- 
actions und a considerable increase in the staff to attend to it? 

4. — But 4fiero will t>e a corresponding decrease in litigation. 
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But there not thin othel* difficulty, ol having an efficient and 
hoiie«*t staff for the Hucceshful working i' 

A , — That can l>e obviated. The system is working very well in the 
F.M.8. But we need not stall all on a sudden. For every transaction 
that is done like the mortgage you may make it a point to send a note 
to the registrar. So inch by inch the work v»ill be procee<led with and 
mortgage or lease will come into it and slowly all the lands will come in one 
day if there are transactions affecting them and thus we nee^l not incur 
a very big initial ex 2 )endituie. 

Mr. llea/Hon : Regarding the exchange hanks, they should by nature he 
international. Should they noti" 

A. — Yes. 

theie i.> an exchange hank in England it must have a branch in 
India. Now it you say that lor the branch to he hei*e lialf the capital 
should he Iiitlian and that you otherwise mistrust these hanks, will not they 
in England retaliate and say that no exchange hank which lias more than 
half Indian ca]»ital should he there 

A . — But wlieu they iiave branches here with Indian capital, surely there 
can be hianches in England with Englisli cajiital. 

(^f. — 7'he essence of successfully working the exchange hanks depends on 
the international nutiire of those hanks and do you think they will occujiy 
tlie present position tliey do ii you insist on more than half the capital 
of their Indian hrunches being Indian?' Would it not break down the 
strength oi these exchange hanks Would it not affect the discountable 
value of tlieir paper in JauKlon for instance?' You say that the toreign 
banks estahiislied in India should he reconstituted altogether? 

A . — Wliut J want is that they should take in more ca])ital which should 
he Indian, 

Q . — That means that they should entirely change their character. Jloes 
it not? 

A . — Jt IS not so. It affects only the bank in India. 

Q . — Suppose there is a hunk in London and in India, If all the ^lersons 
of the hank were to entirely cliange their capital, then it will have to he a 
different hank altogether. Will it not? 

i-1.— No. Jt is only a question of changing the local capital. 

Q . — All the exchange hanks aie the same. One exchange hank may have 
lirunches in India and outside. Su rel.A' you cannot have one side ot the hank 
changing the cajiital while there is no change on the other side? It is 
interiuitjonal in trade and there is no reason why you should iini)ose upon 
it local ca])itai ? 

A. — The branch in India and the branch in Ceylon can have local capital 
and there is no harm in that. 

M r. TJionnrs : I should like to know something about the competition 
existing between joint-stock banks and the indigenous liaukers. You say 
that a banking monopoly will be created if joint-stock banks are alloweil 
to open brandies? How can that be? 

A.— Yes. All the funds would then be centralised in a few hands. 

Q. — 71iis is rather strange; for it is generally thought that the extension 
of lirandi hanking will have a salutary effect upon the money market? 

A.— They may lie keen in having separate branches but they are not keen 
yn having very big liaiiks there. I think two or three years back when 
Ml*. Snowden asked a question in the Iiou.se of Commons whether there was 
any proposal to amalgamate the joint-stock l)ank.s, Government seemed to 
have said that they looked with disfavour any attempt towards amalgama- 
tion. They were afraid that if all these hanks amalgamated there w'ould be 
gi*eat consequences. If the joint-stock banks are allowed to open branches 
they will very much affect thp growth of indigenous banks. 7'he only wav 
of helping the indigenous hanks would l>e by discouraging the staging oi 
branches lor the joint-stcK;k ])anks or for the Imperial Bank. 

Q. — I take it tluit the reasons why you are for discouraging joint-stock 
hanks from going into the country are that they will capture all the biisine.ss 
wiiich the indigenous hankers are iiow^ doing? 

A.— But 1 think the indigenous banks may also grow* along with the 
other banks. • 
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— Then why arc you o| 4 >osc<l to the gi'owih of jouit-ytoek Imiiks? 

— BiHraUbO tile capital 18 eiuiiie<l in a few hauils. It will bo l>etter to 
have imiiiy agencies doing banking than to have one hoiding the outii'e 
business. 

But joint-stock banks allow even iKuu* peo()le to take shales uml 
thus all classes have an interest in theun. But the incligoiious hankers have 
iicj such relationshii) with the iiublic*. Is it not soP 

.1. — ]}ut, tlie shares are usually held by very rich i)eoplc. The poor peojilo 
do not generally take shares. 

Q . — There is nothing preventing even the iioorest of men from taking 
bliares ? 

.1. — I cannot say that. What 1 think is. usually the joint-stock banks 
are managed and run by a few people. 

Q. — It may be so in some cases, l)ut control is very (lift use in others, and 
tliei e are ways of [loiuilarizing ('ontrol ^ 

.4.— But even tlion theie will l)e caj)ital in a few hands. You cannot 
avoid it. 

Q. — Thme are inejins of counteracting it. If pt'ople aie satisfied that 
indigenous hunkers provide anij)lo facilities, joint-stock banks would not 
have been resorted to by j^eople. as they have lu'on ? 

I — tbsually they do not want joint-stock banks. 

Q . — But are not joint-stock banks making bcadnay, all tbe same:' Don't 
you know a few. even Indian-managed onesy 

I — Certainly there are joint-stock banks. Oidy a few ptnijile want it. 

Q. I maintain that more joint-stock banks ar(‘ m'cded in this country, 
'riiey will spread hanking liuolitii's to the common pt'ople ami would inci'mi.se 
investment. It would be difficult l(u- indigenous bankers of the old l>'i)e 
to do the same to any large extents 

.1.— -Wbat are the difficulties# IVisonally I do not s(‘c any difficulties. 

V-- If so. wily arc indigemouN bankers migrating 1 rom their old huuni>y 

. I . — It is now-a-days found very difficult for the indigenous banks to 
siiread the banking facilities owing to the delays through laws, the imjiossi- 
biJity of reeovering some ol the debts and the loan rates are so unsettled 
that one always tiiids it unsafe* to iin cvst his molH\^s w itli tlu* indigenous 
luiiiks. 'riiese ju e tlie difficulties w Inch indigenous liankers are laliouring 
under in Madras and Bangoon, 

y.— therefore there is now more rued lor joint-stock banks to take their 
place y 

.4. — 'I’lie iiuligenous bank.s do a variety of business which the joint-stock 
banks do not and so I should think it is more dittieiilt for tbe joint-stoek 
lianks to spread banking faciliiit's than the indigenous banks. The jirivate 
hanker kiiowb when to collett the money. On the otlier hand juiiit-stock 
hanks are big institutions and they do not know whom tu lend and when 
to collect. MortMivor they often enforce stringent regulations. Jn co-o]K‘rati ve 
banks they cliaige double interest if payment is not made on tlie due date. 
But til is IS not done by tbe indigenous banks, 

77< r ('liairiHun : 'The co-oj>erative banks do not cliargo a^^ sueli interest, 
'j’heir intere.st only goc's from 9 to 12 per tent allei’ the due date? 

*4. — In the Mylapore Fund, I think, they chaige so? 

The (lutiniKin : That is not a co-oj)erative bank. 1’lic interest that 
co-operative banks charge are very reasonable and far low' as compared 
with that of the indigenous banks. If a man (an not (lay it in time, it i« 
possible for him to get an extension of time for i>uynient and then no penal 
interest is charged. If i>enal intere.st is ehurged it is entirely due to the* 
default of the man who lias not paid when he could pay. Jt is no use 
making any .such c(jinplaints. The co-<jperative society is a self-governing 
in.stitution and its intere.st ranges between 9 and 12^ [ler cent, 

Mr. Thomas : You kno\ of the failures of indigenous lianks iminy years 
ago? What were the causes for such failures P 

A. — Yes. J think the failure was due to slow recovery of moneys lent 
outride. I'he second leason is that pc*ople were very slow to pay and they 
invested a large part of their inoney.s in business and naturally they w’ore 
able to return the dues only after obtaining loans from some otiier sourecSt 
These were the causes for their failure. 
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Q . — It ih exactly lor tJiis rtaMin that joiiit-si<M'k l»airk-s do not relax their 
fctnngeJit proviHioiih. They do not usually extend the time for rc'payimmt 
and that 1 think iriust l>e necessary for the success of any hunk'' 

*1. — It is not so iiujch a question of extension of time. The indigenous 
hankers sometimes collect even hefoic the due date. Jf they find that the 
circunistant‘t».s of the hm rowers are such that they can afford to wait, they 
M'ait. But they take all step.s to iccover their money in the easiest jiossihle 
manner. 

<i>.“-Such things are also lieing done hy Joint-stock hanks. But what 1 
want to ask you js, would you sugge'^t any means lor protecting indigenous 
lianks against failiircr" 

A . — 1 think the liest thing would he to avoid delay a.s far u.s iiossihle. 
At the same time the provision foi* filing summary suits may he extended 
to the III uf USSR 1. 

The Chairiftan : You refer to tlie fact tliat the cajiital of exchange hanks 
is mostly held in England i" 

A . — Yes. 

y.- T’heie are stock-hrukers in Madras, 'rhere are .several firms of stoek- 
hrokers in Madras and the shares of the exchange hanks are in the market. 
C’an you tell me how much ol the shares are held l)y Indians and how much 
hy Europeans-' 

A . — 1 am not sure liow much. 

(>.* — Your olijeetion to the joint-stock hank .seems to he generally on the 
ground that they result in the concentration of share capital into tlie hands 
of a few?' Can you tell me how many shareholders are in all these joint- 
stock hanks?' 

A . — 'J'hough there may he j[)lenty of shareholders the hulk of the shares 
arc not in the hands of the jKior people. 

Q . — Can you evolve a system to hotter %e situation?' 

A . — I do not object to the existence of joint-stock lianks. What I say 
is tliut thei'e are already enough joint-stock hanks and that the piuvaie 
hunkers must flourish. 

Q. — Y^our object, 1 gather, is to iiroteci the interests of indigenous baiiker.s 
and that you are particularly anxious to better theii’ jiosition as is evident 
from jinragia])]! 1 1 of youi* writtmi evidence. I.s the institute you refer 
to to coniine its activities to the bettering of indigenous hankers alone P 

A . — It may include also joint-stock banks. 

y. — Can you tell me whetlu'r there is any such institute at present?' 

A. — There is none at present, 'the indigenoui? hankers arc not very many 
here. I’robahlv if an institute is opened, it may look after their interests, 
ll some privileges are^iven, they can function efficiently. 

Q — Would there not bo some difficulty in the matter of languages?^ 

A . — English may be made a conimoii language? 

Many of the indigenous hunkers do not sjieak English. 

A , — But there are institutions where people who do not know English 
are members. 

Q. — Yes, j)ut the iioint is, that tliese^ indigenous hankers to a great extent 
belong to diverse communities ami they can understand their business only 
in their mother tongue. The Marwari speaks one language, the Guzaratis 
another, the Multanis third, and the Nattukottai Chettis a fourth and 
so on. Do you propose that all these should be amegamated into on© 
institute? 

* A. —Yes. 

Q. — May 1 suggest that in your written evidence you contemplate Nattu- 
kottfici Chettis only? 

4.— Yes. 

Q . — Do you think that your answer applies equally to Marwaris, Multanis 
and Guzaratis also? 

A.— Yes. 

Q You think that somebody ought to form such an institute? 

*1.— The indigenous bankers may form eucli an institution. 
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Q . — But they have not done so? You say that they do not know that 
it is necessary? 

A . — say that there is no initiative. 

Q . — Is there any reason to 8npi)oso that there will Ih' more initiative 
to-morrow ? 

.4. — If the institute is ^iven privileges, I think it eaii work admirably. 

Q. — You cannot give juivileges to an institute until the institute actually 
exists ? 

.4. — T know institutions, which are started only to enjoy privileges. When 
one institute is started then everything will follow. 

Q. — You think that the privilege should he first givtoi and tlum probably 
fiomehody will {‘ome and form an institute to enjoy those juivileges? 

,1. — Not t^> enjow but to lepresent as pul»li(‘ body a))out the grievaiua's 
of ibe indigenous liankcns, and give all statistics and ludp to further and 
better their position. 

Q . — You think tiuit it canmd be done without ])rivileges? 

.4. — Only then there v ill ire inducement, the object of the inducement 
being to protect and to organize the growth of indigenous hanks. 

Q — tliat indigenous bankers crtn |)rote(*t fhoir interests if they 
are given special jirivi leges? 

A, — Yes. 

Mr. Thonnis : What abort! tlr<' frrdiair Institute of Bankers at Bombay? 
Are YOU not awarv of that? 

.4'.-^ -No. 

Q.- Would it not satisfy you if that inslituti' is re-constituted perhaps 
witli local Irrancbes. if necessary? 

A. — A'(‘s. If it is <lon(‘ so. it might ho enough, 

Q . — Js it desin‘ that the indigenous banks should alone bo given 

privi1eg(‘S arrd that the joint-stock banks must b(‘ discouraged? 

.1.- .Not so. Yhe joint-stock banks may also takr* their part and grow 
simultaneously. 

Q — tlnuc is room l»o(h for joirrt-stock Iranks and indigmrous bankers, 
pi-ovidcMl they work logctin'r’. Is there any irossibility of bringing them 
more clos^dy together? 

.1. — 7'bey may work togctbm*. and t ransactioris may be linked up so that 
they itray not work irr ojijxrsition . 

Thr (iHiiruKiti : f do not see exactly bow ibis is going to bc' (b>ue. Have 
yon any exper ience of the woikirrg of eo-operati vcv societies? 

,1. -I have no experiemce. 

(The witness then withdrew.) 
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M.R.Ry. T. G. DAMODARA MUDAIilYAR Avargal, Secretary 
and Treasurer, the Egmore Benefit Society, Madras. 

Oral evidence 

f. ('hainnati : ^fr. Mudaliyar. yon are tlie Secretary of the Egmore 
Fund ? 

.4. — 1 am tlie St'eieiary and the Iheasurer. 

Q . — That is a nidhi, i.s it noth 
,4. — Tes, it i.s a nidhi. 

<i>.- -M^hat is its size? 

A --I’he nominal capita 1 of our society is 25 lakhs of rupees and tho 
ivorking capital Rs. 15 lakhs. The paid-up capital is (5^ lakhs of rupees. 

Q . — Is the capiMil paid up in a lump or in instalments? 

A . — ft is })aid up in monthly instalments. 

Mr. lie a rson : How long lias youi* society been in existence? 

A . — The parent society was staited in 1870 and the third branch in 
1880. 

Thr Chairniai} : What is the share, value in your society? 

A . — It is Ks. 250 in oui* society. 

Q . — For each share for how many months does the man pay in instal- 
ments ? 

A, — Seventy-nine montlis. They pay at tlie rate of Rs. 2-8-0 per month. 

Q . — At tlie end of 79 months the amount is comsidered to be fully paid 
up. fs that right? 

A. —Yes. 

Q Then the dejiositor is allowed to witlidraw the money? 

A .—Yes. 

Q. — So for every Rs. 79 a man pays at tho rate of one rupee per month 
for 79 months he gets Rs. 100, fs it not? 

A. — Yes. Ho gets Rs. 21 more. 

Q . — Am I right in saying that some of the nidhis have come down to the 
position of having a fixed share capital? 

A, — Yes, they have a fixed share capital. 

Q , — And they treat the payments as deposits. Is it not? 

A . — As recurring deposits. We also propose to modify our bj^-laws 
accordingly. 

Q . — Is thei*e any defect in that? 

A . — There is no difficulty ; but we want to see how other nidhis whose 
by-laws have been modified work. We have already appointed a eommitt^ 
to consider the alterations. ' ^ 
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Q , — Do you soo any difficulty in the working of the other system? 

.1. — I think that is bettor. 

Q . — In that case payments will be considci*ed as purely recurring deposits 
and not as payments towai*ds share capital? 

.1 . — Yes. 

0. — What do you do with this inoncy ? 

.1, — Wc lend it on nioitga^^e of itnnn»val»le pjoperites sitnale within tlio 
original <*i\il jurisdi<'tion the High Court of Madras, on jewels, Covern- 
nient promissory notes and hank shares. 

Q . — Whom do you leinl to? 

.1. — To our sliaroholdors. 

(/. — Do you lend to non-inemhei's? 

1. — We had Ikhui doing that hut lor the last four years we have sioj>iH‘d 
that praetiei‘. 

Why? 

.1. — On account of iiKome-tax. On the proliis accrued (»n loans granted 
to non-sha li'hohh'rs, we have heen lieavilv eliargerl to ifieoino-tax. Wo paid 
on that account alone Rs. .‘ktKX) to Rs. 1,000. In <nd<M' to avoid llmt we are 
advancing loans to shurelioUlers only. 

(J. Js it nierelv to avoid pnviiig this inc-yjine-t a\ ? 

1,--Yes. 

t?.— So you thsi<I<' that you shall «'arn no profits? 

.1. Tn that way no. 

Q. — Do(‘S it pay you to do it? 

.1.“ It certainly pays. For every tiuuithly subscription of Rs. 2-8-0 a 
nuunher can hoi iow Rs. 2r>0 which will he adjusted automat ieally wIkmi he 
coinf)I<dc‘S tin* 70 instalments. 

C.-- So it ainbodv wants to )>orrow in' shouhl la'come a memlK'i ? 

.1 . Yes. 

0. -Can anv one be<*ome a me!nb<‘r? 

.1. -Yes. 

f,>. .\t what rates do yoti lend? 

.1 . We lend regulai* loans at Oi per cent and special loans at 9 per cent. 
Ry regular loans I mean the loans advanced to the sharehohlers to tlie 
(‘xt(*nt ol their share* ca[>ital. If A tak<‘s a share and jmys his instalment 
of Rs. 2-8-0 a month lie is allowed to takc^ a loan of Rs. 250. Up to that 
amount it is a r(*gulai' loan and any ainonnts above that will bavc^ to !)o :i 
sfH‘eial loan. He* will he* also gi'antod a fni’the*r amount hut the^ rate of 
intere'st on that will be 0 ]>er eemt. 

C. - D<k‘s he* have to ro])ay ib^s loan in full at the e*nd of 70 months? 

.1. — If he ])ays Iris instalments re*giilar)y tln'ii the loan is auiomatieally 
adjusted at the end of the term. 

Q.- The* sliar(*h<>lde'r jrays Rs. 2-8-0 per month for- 70 months and to him 
y(m pav Rs. 250 righl on the very brsi day and .sepiare^ the loan aecenint at 
the e‘iid of 70 months. Is it not? 

A .- Yes. 

Q — That means that on tlie transaction the fund makes ne» profit P 

I _ We do make a profit. 

C>.— What is the rate of interest on the loan? 

A . — Six and n lialf per rent. 

Q — What is the rate of interest that you pay? 

1. We l)ay 0 per e*ent and for current dejiosits 1 fier ex-nf . 

Q . — T am talking al>out this i)articular horix)wiiig. What rate of interest 
does it w’ork out to? 

.1. — It would worh out t. a guaranteed interest of Oj per cent. 

Q. — Does the liorrower give you any securities? 

A . — ^We do not lend any money without taking proper securities. A 
man taking shares to the extent of Rs. 10 per month is elii/ihl© for a loan 
of Rs, 1,000 but he cannot get the loan miless ho furni.she*s se*curity. At 
the end of 70 months the loan i.s automatically adjustexi by iipi)rejpriating 
the amount that will stand to hi)? credit on that date. 

22 
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he tloofi not take a loan you .say tlmt Ujo instalment works out at 
the rate of 61 per cent? 

A . — It w^ork.s out at 6i per cent. If it is 61 per cent it will take 84 
months but wo close at the end of 79 months. We take also a premium, 
i.e., we charge 31 per f*ent of the amount when the loan is first granted, 
which when spread out for 79 months work.s out at | per cent. 

Mr. JiraTMon : You withhold 3i per cent of the loan. Is it? 

A. — Yes, if he is a shareholder of one year’s standing. 

Q . — So you take Rs. out of every Rs. 1,090 that you lend, i.e., you 
give onlv actual] v Rs. 1)65 for a loan of Rs. 1,000? 
d.-YoR. 

The ('hairman : Thai Rs. 35 is practically a profit for you on thi« 
trunsaetion ? 

A. — Yes, ((‘rtaiiily. 

Q. — If 1 h> does not jiay ih<^ instalinenls what is the penalty? 

A . — Two ]Hes p<‘r rupee, i.e., 121 pf‘c cent. 

Q — Is that paid on every amount wdiieh is in arrear? 

d.-Yes. 

Q. Is th^‘ loan instalment repayable every month? 

A. — Yes. on the last working day of every month. 

(). — Auvthing outstanding earries penal interest ? 

d.-~Yes. 

Q. Apart from the ]»enal interest h<‘ is paying 6^ jior cent for the loan 
advaiu^ed. Is it not? 

.1 The penal interest is only for Ihe arrears. 

- So on llie loan outstanding In* i>ays 19 pen cent 

A . " He does not pay as niiK'h as thal. 

Q — Since the amount is in arreai.s, you cliarge 12^ per cent interest 
on that? 

.1 .—Yes. 

Q . — But the amount, of arrears includes already 6^ jier cent, interest. So 
on arivars >'om pay (lie 6^^ per cent interest as as 12.^ per cent the 

])enn] rate. It thus comes to 19 ptu’ cent ? 

.,1. 1 am sorry I (aiiiiot cmivime the Chairman. We charge tlie jamal 

inteiavst rinly on ilio amount of arrears. Suppose .1 lias takmi a Joan oi 
Rs. 1,000, lie has to pay Rs. 10 hi.s insialnieni and Rs. 5-3-4 the interest. If 
it i.s not fluid liy the last, working day of tlie first month, in the second 
montii he lias to pay Rs. 15-3-4 jilus p<‘nal interest of 2 pies on Rs. 15, i.e., 
.30 ])ies or 2 annas and 0 pies and liis iirstalment of Rs. 10 for that month. 

1 ho])e I am clear. 

Q.- Hut 1 say that the instalment iucITides the oiiginal intenvst of 61 
per cent and togeth<*r with the penal interest ! suggest it makevs u}> 10 f>er 
cent i I lie lost? 

A . " 1 am sorry 1 cannot concur with the (4iaii’man. 

Q.- -Rut that is arithmetic? 

A. '"It will h<^ wrong; it w'ill not work out at more tlian 10 or 10), ner* 
rent. Of course in co-operative .societies T know’ they are chaiging a higluM’ 
rate of interest <'ven on the j>rinci])al. We ehaige only on the amounts tliat 
have fallen in arrears. 

0. — Tliat is tlie ease in co-operative six-ieiies too? 

4 — T was watching a case in the High Court some time ago and the 
(’curt held that a particular .society w’as w'rong in having raised the rate of 
interest on the whole of the principal due. According to the by-laws of the 
individual societies they charge 121 1><^)‘ the amount overdue instead 

of 9J per c^nt. 

(). — ^Are there many defaults? 

A. — Not many. There might lie considered to he about 30 per cent 
defaults. 

Q . — Are there any other systems of borrowing? 

A.— There is a special lian at 9 per cent interest for persons wdio do not 
w^ant to suhscrihe for Khare.s for 79 months. If ho wants oply for a short 
time, we grant such persons loans at 9 per cent, 
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— Wliat security do you take? 

. 1 . — Pro|>erty j^ecuriiy or gold; thoj>o lueinbors are subscribing Us. 
i>er share. 

V- — Hoa is it re|)uyuble:-' 

I — \Y\, use our diS(retioii in stipuiuiiug the ptuiod ol rcpayuuni. it 
is orilinurily payable in a year. 

V- — Are these loans jmyablo ordinarily iii i nsta linen ts H 

4, — Wilhiu a year it is payable in a lull lump siiiii but \se Use our disere- 
tion ill ri‘ganl to the terms ol borrowing, es[>eciall\ those \^llom \io lonsulei 
i;ood. 

y.--\Nhat do you do il llu'v do not pay nou on the due vlale.-' 

.1. Ol eourse ae cliargi' them penal interest. 

y. l.s it on the a hole amount outstanding 
.1. — On the ainonnt ol arrears ot inteix'st. 

(^l . — that 2 liies per rupet' in addition to 9 per cent y 

4. ~ We do not charge anything c‘\tia lor thi.s amoiuil. We do not 
eollec’t any premium ahieh is cnily done loi llu' rc'gular loan. 

V.~ll lliere is an aireai' do nou cliaige 12^ per ccnit in addition to 
9 i»er eenty 

4." Only on tlie aintniiil ol arrcMis. 

V So the' ac tual anear c ai i n*s an mu in'll oi iM i pci (c nt .' 

4. No. it woukl aurlv out only to d per lent c'xtra, 11 a man lakes a 
loan toi* l<s. Ik* pays Its. 7-S-O and on the arrcaiis he pays Id pies per 

ruj>ec\ i.e.j an anna and a cinartcr; that uould nut amount to IS pel* cent 
or 21 per eeiii. 

(^K “Y'on say tlial he iKirrous the' uinonnl at 9 pc'i* cemt as a special loan. 
Does he pay it hac k monthly y 

4 . ~\N Jieiic'ver he chooses; hn( according to tin* loan it >s payahU^ m a 
lun!i> huiu at thc5 cmkI ol 12 months, jlut ordinarily nno do not insist upon 
‘repayment ot the loan so lung as he is paying Ihc' mtcic'st on aric'ars rcgiu 
lariy. It is only in exceid lonally Uun c ases \n lu'rc' he is NC'iy luegular and 
till' security is hecoiiimg dcprc'ciatc'd that nnc' insist ni>on jiromjit repaymc'iit 
Nvithiii a year. 

y." Am I to nndcrstaiid that it is lo go on imlcfinitely excepting tho 
interest on tlio loan? 

4.-11 is not indc*hntte» but n\ c^ allow soiuelJinc's seven ycaiis. 'I hcrc uio 
iiistanc'cs where cases have exU'uded te inoixj than ten years also. 

Q — What guarantee is there tliat thc^y tcould ONei be icdiaidy 
4. — When it comes to about ten years the Secret iuy looks into such cascn 
and recovers tho amounts, 

(J . — With only 9 pei* ceut y 
4.— Yes. 

(^.“^“Accoidiug to the bond he is liable to pay at tho end ol one year with 
an additional interest ol 12 per cent/y 

A. — No additional mtercst ; he continue.s to pay the* suiucr interest. 

Is he not liable to pay iienul interest at 12 per centP 
A . — We do not make it as arrears. Wo cunsidoi* that tlie loan tftiil 
continues. 

Q . — Wiiat i>s an arrearP 

4, — Only the amount ol mterest that falls due bn a particular month; 
if it is not paid before the last working day of that month it is an arrear. 

Q . — Is it pay able monthly P 
4.— Yes. 

there aii^ other lorm of loanP 

4. — »Ve give loans only to paid subscribers and to doijositors. We 
advance also such loans on promissory-notes. 

. — You pay 4 per cent on current account? 

.—Yes. 


'You Lave many current accounts P 
, — We have to the extent of about fifty thousand rupees. 
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Q . — Ib that con fi nod to the ineml>ers? 

A. — No. It is only whonovx‘r unylKjdy iakub a loan it is necessary that 
lie should become a meuil>er. Loan bor rowel's aro compelled to become 
in cm hers. 

O. "^Anyl)o(lv inuv open a current account P 
d.~~Yes. 

Q, Yon kocj) clicque l>ouksP 
We do. 

(J. -Yon are a member ol the eleariiig hon.se. 

A . — -No. 

Q . — What toi’ins the Indk ot the hu:^iness you cloP What is tho lorin in 
whieli von lendP 

A . - 1 1 is only on imiiKnahle [U'operty and jeweJ.s. 

t,/. -Which torin oi loan P 

A . On mortgages. 

Q. — Again.st share capital:'' 

A . — 'iiie hulk ol it; GO i>er cent are atlvanced as regular loans. 

Q, - W'hat prolit did yon make last yeai P J)o yr)n prepare the balance 
sheet P 

A.- We do. 

Mr. 'rinHHaH : Do yonr Hoard ol Direeior.s lieqnentl^ iiic*el i-' 

A . — Almost once a month. 

(J , — Who grunts loans P 

/I. - All .simple loans ar<‘ grantcKl hy the Si'cioiary on the secniily ol ini* 
nun able pro[)erty. Tlie ]>aper.s are also eircnlated to the directors. 

Q.- \» it possible ior tlu' Secretary to circulaU' a loan application in 
such a niannc!’ among the directors tliat it might reach the weIl-disi>osed 
directin' lirstP 

A . -We have got a k‘gal adviser and al ter consulting hi.s opinion and 
altej- i*ecoi\ iiig tin* e^imales it is automatically sanctioned. 

— Do you a I Ion your directors to borrun on the, seeurit^ ol their 

A.- A\'e <lo hut not on tin' shares that th(‘y ha\C' taken lor ijualilying 
t-homsehes as directoi’s. ('(‘itain .shares ari* necessaiv’ lor (pialilying them- 
selves as dii'ec'tors under the Act. 

(J . — Wiiat sitting lee <lo you ]>ay yonr directorsP 
^ A. — ^We do not cull it as a sitting Ice. It is only a carriage allowance 

ot three in pees. 

Q . — Are you an are ol any eastj in wliich iiidhis Ijave granted loans to 
lictitious persons P 

A . — Nidhis grant loans oidy on .securities nhicii are supposed to l>o 
liouud. '^rin'v liave got legal advisers and estimators. I'hey have got a 
director to suj>ervise tlie estimates. Nidliis do not advance any loan 
to h ( * t i t i o u s { ) o v.so ns, 

~ Wliat ])(>n(‘r lias tin' Seeri'tary got in granting loans P 

A. '^riie Secretary lias to satisly himsi'Il first and then the directors. 

'J'hey depend u[>ou tlie integrity and character ol the Secretary. 

Q. It is tliereiore clear tliat the Secretary is tho pivot on which the 
wliole husiness turnsP 


A . — 1 agree. 

Q . — DtKvs the Seei'ctary hold the i>ost of Treasurer; or is it held by another 
person P 

A. — Not always except in very lew case.s. 

— in your caseP 

A.— T um Secretary and '('reasurer. 



. — Have you any trustees? 
, — ^We have. 
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Q , — What is their function? 

.4. — Trustee's are to sign cheques if the amount exti^dN one huiulml 
rupees. 

Who arc the kcy-guai*iliaiis? 

A The trustiH'^ and th<* SiH-retary an' llie key -guardian^. 

V - Have you any ai>i»rui'>ers? 

A. — \N'o have. 

y. — What are tliey ? 

\ — Two of the sliarelioklers. 'riK\\ are professional men and eumjadent 
lo ap[)rai.so their value. 

(>. ' Are yon an are of an\ money-lenders joining nidhis uilli a vien lo 
get rid of iheii' had dehts? 

.t.~ No. 

Q.- H ow <lo \on distiihute your (Holds? AVhal pc'ieeidage g«>es lo tln^ 
directors ? 

A . — It comes to about 8 per cent to the shareholdei-s. Under our 
jules the shuies aiv to mature lor paymeid nlnuievtu* tin' profits nitii 
inlorest accrue t<) au amount (»t Iks. 2(H). At (>reseid ut' are able to close 
at tlu' end of 7f) months at 8 per et'id aiu! perba|>s if we get more (nolit wo 
nill reduct' the (>criod of the closing <>f 1 be .shares. 

A\ bat is the lemmu'ral ion ])aid to tlie direi tors? 

,1.- \\v do not al ail d ist riliiil (' to ibe diiectors. 'I'liev lia\e got a fixed 
1 emunei ul ion. 

Hoa much is it? 

.1. - It IS one bnndrod and Idly rnj>ees ftu’ each direi'lor lor one >ear. 

(/, - I rresiiectivc of the [U'olits? 

A. — Yes. 

is the SccfetaiN rcmuneiated? 

A. H(' IS a fnll-tini(‘ Seereiarv. Jle is a paid man. 

(J.- Any bonus? 

.l.-One month's bonus ami the rest will di'peml ujnm ibe noikiug of* 
the .society and the prolds caiiied. 

Q. Who is re''|)()nMblc lor tin' ba<l loans of the uidiii? 

.1. -Ihimaiily tin' Si'irelajy and the tlircetois. 

Q. -\vv tb<•^ legallx’ bound? 

j. ---There might fie eases nhcrc the .secretaries might not lia\e taUcu> 
due care. I’bc directors ate ultimately responsible. 

(J . — Hov many ol }our directors attended the iiK'eting during tin; lust 
two montlis? 

I — With the e\(<’j»lion ol one or two all the directors used to attend 
the meeting. Jn all we ba\c g(»t 12 directors. 

Q , — ol the directors arc connected with otln v nidhis us well? 

.1.- About three or lour arc coiiuoctcd with other iiidliis. One <lircctoi 
is connected with three nidhis. 

(J . — Who audits your aceounts? 

A. — (3ne ol the auditoi*s appointed by the general body who i.s a G.H.A. 

Q. — l.s he a permanent auditor? 

A . — He is not a jieiniaueut auditor. He is chosen liy the geneial lK>d 3 ^ 
He can also be rc‘mo\ed by the general body. 

What classes of peoi>le dejjosit money with you? 

4 — It i.s ilie inercliaiit elu.s.s. 

— What about tlie professional classes? 

A . — They would deposit only small amounts, 

^.—Proportionately the merchant class in more prominent. What pro- 
portion would it be? 

A , — It would l>e 40 per cent. 

— And professional men P 
1. — It will be about 20 to 25 per cent, 

Q . — Government servants? 

A»-~About 10 per cent. 
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— Sttiiiiarly with regard to loiius grunted hy you what proportion goes 
to the niordiants^ 

I have got u note on the repoi*t. 1 will jimt lefer and tell you. 

V- — Many ivoiiien deposit nioiiey with youi^ 

A. — 7 ’hut will 1 k3 about itve per cent. 

Q . — What are they!'' Salaried i>eri>oiis? 

/l.“”No. 

Q. Widows? 

A, — Landladies — those wlio own houses. 

What iiroportion do 3'our deposits hear to the paid-up capital of 
the iiidhi? 

Ar — Deposits will l>e about 15 lakhs or 18 lakhs; paid-up capital will be 
about 6i lakhs. 

— What reserve luiids have you? 

A , — Fitly thousand rupees. 

(/.-—Ill v\hat loriii do you keep i( ? Have 3011 iiivesled it in CiovcruiaeuI 
securities? 

/I. -No. 

Supi HJse there is a run u]>ou your nidhi ; in what way would you 
meet it? 

/I .-- The d('posilors eaiinot ask money before llie lixed time. 

(/. Suppose there is a sudden demand lor euneiiL dei>osii. What/ will 
you do? 

; 1 . — We are now ti\ving to approach all tlie ])ankei's. Wo approached 
the Imperial Hank tor ovei<liatt.s wliieh it refused to give. Under tho 
existing rules we eaiinot open a eurrent aeeount with the Jmi>erial Bank. 
Wo are coutomjilating to revise tho rules to oiien accounts with other 
urlain hanks to get ov^erdrafts. 

(/. Why not invest it in Governmeut houds? 

. 1 . would ho losers in Government securities. 

(/. - But that will secure your deposits, all the same? 

J . --'J'liero has been no run. There will be a. liiiid resource of f vveniy 
fhousaud rupees in the Imperial Bank. We hav'o been very jKipular and 
havt) ah^ays got oiic-hfth of the current deposit amount in the Imperial 
Bank. 

(,>. — What was your balance in the Imperial Bank last week? 

A . — It was one lakh. It is now about ten thousand rupees, 

,>. — It has nev^er gone below ? 

L— No. 

Q . — What is the interest charged on loans on mortgage of land given by 
your nidhi P 

A. — Six and a quarter per cent to nine per cent. 

Q. — Do you lend on the security of shares and jewels, 

/I .—Yes. 

Q . — What interest do you charge on jewels? 

A . — Six or Gi i>er cent. 

Q . — ^When the re is greater demand for loans than 3'ou could satisfy, ilow 
do you allot your loans? 

A. — We register the loan applications. Money is distributed to them 
on tlie priority of applications. We give them preference to those who 
are anxious to get if the otiier applicants are not anxious to get it. 

. — Do you httliot the upplicutions for loans? 

. — ^We do not. 

Q , — How long have you been Secretary of tho Egmore benefit society P 
A , — For about six and a half years. 

. — Do you know any other nidhi? 

.—No. 
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Q — Uavo you got any knowlodgo of iho working of nuDiis in Coiml^a- 
toro ? 

A. — Only by hearsay. 

^ — Wliat do you hear about those nidhis? Any difforouoe hetweeu 
Madras and Coiinliatore? 

A. — I bear they charge iutorest very exorbitantly and the governing 
luxlies are very uvaric'ions to get profits. 

— How do nidhis usually iinur losses? 

.‘1 . — It is owing to the want of stringent audits. No one cheeks the 
reports suhinittod by these nidhis as regards securities. Moreover the 
fHuniiiissioner appointed does not submit genuine repoiis. This must havo 
resulted in some of the failures. 

— Is the systc>in of audit faulty? 

4 — I cannot say. 1 know whore an niulito]' was not able to find 
defalcation whicli wa.s traced later on. 

(?. — Therefore a more stringent audit is neeessarv ? 

A , -Yos, . 

Q. — You aiv taking deposits from, and lending to, non-memhers ? 

A . — We do not grant loans to non-memhors hut take deposits from imn- 
inembcrs. 

Q. — In what way is your uidlu ditTeront from the joint-stock c'ompany? 

A . — We do not advancs^ loans on jx'rsonal securities. 

Q . — Do nidi lis ivqiiive any protcxdion from Govtoiimcuit ? 

A . — The interest cliargcxl by us is looked upon as jieiial interest by the 
Government and there are ccitaiii decisions against us although wcv cdiarge 
only two pies per lupee and it ccom^s to only to 12^ per cent. The courts 
seem to think they are penal hut for the projxo' working of .societies it 
is necessary to charge a slightly higlier rate on the interest payable every 

month in case of default, having r<*gard to the additional work imposed 

on the society Iiy reason of such default. Wt* want the Government to 
protect us. 

Q. — I think you told us already tliai vou have now a fixed sliare capital? 

.4. -^Ye.s. 

Q. — What induced you to make tliat cliJingc*? 

4 — iY^(t'ut ch^isions of the High Court. 4'ht> liahilitievs of the shnre- 
liolder hecouies unlimited cn^eii aftei- he has withdrawn his amount. But 

under the latest decision their liability has not cc'asod. 

Q . — Do yon think tluit (here is any necessity foi- special legislation with 
regard to the nidhis? 

A . — I do not th'ink it is ncHessaiy. II cjidy an exemption is granted 
under foni* oi’ tlvc‘ sections in the Indian ('ompanic*s Act we will h(^ satislicsl. 

(>.*-“You ar(^ aware of vaiious doubtful transactions and lac;k of caution 
on the part of tlic^ otliems. Do yon not think that it is necMXssary i/O regulate 
tlie whole thing? Are not rest ric*t ions ncedcHj in regard to the transactions 
of the nidliis? 

A. — I do not tliink that would work because the dirc‘ctor.y and thc^ 
shareholdoi .s would not appiove of that. 

Q . — You spoke of the ineajiacitv of certain nidhi authorities? How 
else can wo swuro the intoresis of thc^ ]iuhlic) that dcxivl wdth them? 

A. — I think it will bo better if it is audited, 

Q , — Do vou employ traiiic»d hands in vour office? 

A.™ Yes; 

Q , — ^What training have they had? 

A. --It is only office training that i.s rcKp]irod and tJiey know' how to 
work out a balance sheet. 

Q, — ^Have you einployeti any one wlio has passcxl the G.D.A. or «omo 
such examination? 

A. — No. They come only as auditors. 

Q . — Could yon give mo some idea of the purposes for which loans are 
taken from your nidhi? 

A. — Loans are taken for repaying rertain Joans obtained from Mar* 
^Waris, also for marriage expenses and for trade business. 
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Q . — What perceiitage goes for the repayment of loans? 

A . — I have giv€*ii a written statement already in i*egard to it. 

Mr, H ('arson : On an average a third oi your sliares ai*e yonr paid-up 
capital? 

A,— Yes, 

Q - — 11 a man sn^scrihes and tHk<»s nj) a share how long \Aill it take 
for him to his ino/n*v l>aek ? 

A . — lie will get it at the end ot 79 months. 

(?. — And then that share eeases to exist? 

A .Yes. 

Q — Then he c-onies again? 

A . — lie comes only il he chooses. 

Q . — Yon charge .‘hi per cent on loans. Is that on regular loans or on 
speeiaJ loans ? 

4 — Only on regular loans. It is \\\ per ccmt for the first year and 
for the .second year it is .'1 per <*ent. Supposing he has taken a share this 
year and apjilios lor a loan next year, he will have to pay Aniy ‘i jier eent 
and live yeai's lienee he will have to pay Rs. j-8-0 or Ite. 1. That deinmds 
upon tlie ag(* of the share. 

- Wliat do yon charge rm the sj)ecial loans? 

A . — We do not cliarge any premium. 

Q . — Wlien a man takes his money after GO instnlnn'ijts yon say his 
share is fotX‘(*losod ? 

A .—Yes. 

Q . — 1 see that Rs. 10-10-0 was jiaid as ineoinortax. AVliat is it about? 

.1 — Thai is only on the pro])erty that we own. AVe own ])ro|>erty and 
we have let a portion of it. 

Q. — A"on only advance on j>roporty? 

.1 -We advance on pi-ojier ty, on OovernmerO socur itios and on Imperial 
Hank shares also. 

— Hut not on the shares of any other joinl-siock hanks? 

.1 . -Only on the, sliarivs of the Irnperial Hank and some other hanks whieh 
1he dii’eclors a])prov<‘ .of. 

(h--Why is the leserve fund limited to half a lakh o) rnpe(',s. 

1. It is only very recently formed. Tt was only G years ago that we 
r<‘vised our rules to have a reserve fund. Under the existing rules tlie 

^liarehohh'rs are to pay subscription and interest until the piineipal and 

interest and profit amount to Rs. 250, whether it is 79 months, 80 morUhs 
or 8G months. For the past so many years we have been going on without 

any resmve fund. 1 sugg<‘sted that there should he a reserve' fund and 

it is out of the suriilus profits that they iirovided this amount as n reserve 
fund. 

().- In your profit and loss aeeount you state that ihe amount ])aid for 
elosed transaetions is Hs. 25,000. What oxuetly does that rej) resent? 

A . — That is tlu> guaranteed interest that we have paiel on tlie shares 
that have matured, Tlie ])a id-up share is only Rs. 79 and after the end 
of 79 months we pay the shareholder Rs. 100, the excess of Rs. 21 over 
the jiaid-uj) share being given out of this amount. 

Mr. (jOfxila Me non : Why do you call the Eginore benefit society as the 
third hraneli? 

A . The parent society was started in 1870 and when the shares maiuretl, 
some of the sliareholder.s joined together and formed a branch. After the 
fthares thei'C in turn matured a second branch was opened and all these 
WJvro liquidated. When tliey came to open the third branch they said 
that tliey did not want any more branches, and the shares are allotted only 
poriodioally here. 

Q . — Then your third branch is the reconstituted branch? 

A .—Yes. 

0, — Til what year was this started? 

4. —In 1886/ g 
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J . — ^Your nidhi is working on the basis of subset ipt ions, is it notP 
. — ^Yes. 

Q, — Aw thoix* nidiiis working on the pennanent share capital 8^steln in the 
City ? 

A , — There are. 

Q . — And yours is not one of that kind? 

.4. — No. think of revising our rules. 

Qr — Whilt is t)i<‘ ditfereneo hetwfvn tho two in the inatt<‘r of granting 
Ioann ? 

A , — The difrt‘ren<‘e will he in the rate of interest. 

Q. — Wliat I want to know is this. Do the nidhi.s which are on the 
»uf>vSeri!xHl basis lend only to the shareholders or do they lend also to out- 
siders ? 

A. — There are certain iiidhis which aro working on the suhserihed basis 
also giving loans to non-sharehol<iers, 

Q . — Yonrs is one <jf that kind? 

A.— No. 

Q . — So nidhi.s which are working on non-returnable share enpital lend 
both to the shar<*hohlers ami non-sliar<4ioldeis^ ? 

A. — They Uunl mostly to noii-sharcholdtus ? 

(?.— Ai^yhow they <lo not make a distiin l ion lM*tween sbnreholdcrs and 
non-.sliareholilers in the ?natt<*r c»f granting loans? 

A. — There are (ortain nidhis of that kind. 

Qr — You said that the tfigh (‘ourt has dtmonnred one of the fnndament.d 
features of the nidhis. Wliat is that particiihir feature? 

A. — We ur(‘ (luirging ('oinpcmnd interest on all arrears. 

t?.- -Ts that the one reason? 

A . - Yes. 

().— Is it not tho provision of ]>aid-up ca)>iial? 

A.— This is also another rea.soii. A re<‘<*ni decision hy Just ice Coutts-Trntl(»r 
is to the clltMt that the shaiehohlcrs who liave taken away their share 
money after maturity with the profits are also liable under tlie Act. Tliey 
are oon.sidored to he still sliarehohlers though the shaie amount has )>een 
suhseri)H*d for fully. 

Q . — So the reduction of the paid-up eapital through shaies is consideKMl 
to he not (‘omlueive to the working of the nidhi? 

A. --Yo.s. 

Q. — Then what will he the effect of that on the memliers? 

. 1 . — r do not think that there has lu'en any efftict. 

Q.-- T mean wliat will he the effect on the old members in ease of 
liquidation? 

4.- - There lias been a ease recently in which som<^ of the rnemliers were 
asked to pay. 

(}. — Witliin what period of thoir withdrawal of the share amount? 

A. — They were shareholdei*R long ago liaving withdrawn their shares 
jeara fiofore. But I eaiinot .say for certain liow many years it was after th#y 
had received their shares. 

Q. — Has it fx‘en the ease at least with the .shareholders who had with- 
drawn their money a year or two ago? 

A. — They have l>een asked. 

Q It is a fact then? 

A.— Yes. 

Q. — ^Under the Indian Compnnk^ Act can the .shareholders ryf a joint- 
Btock^eoneem sell away their snares and take their money? 

A *~ — They eoiild .sell aw'ay their shares hy way of transfer and receive 
money. 

O. — ^What is the liability of these .shareholdei’s in the event of liqtiida- 

«w? 

A. — ^The transferee has to pay. 
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Q — WUai \h th# i>erkKl ift itiiiii wlilch iio is bold ros]>onsiblo? 

A . — Within a year, lint now 1 understand that the shareholders of 
nidliis who had withdrawn their share monies years ago have been held 
rcisponsible under the Indian Companies Aet. But 1 am not sure. I think 
it is only the shareliolders who have withdrawn their money within a 
year that are liable. 1 do not know under what circuinstanotvs the other 
shareholders were lu*ld responsible. 

You ar‘<‘ not (piite sure of tin* peruul P 

A.' — Xoj I am not sure, 

Q. — You sahl that on acmunt of the High Court deeision you are going 
to cliango your sh.are capital on a suhscuibod basis to sf)me other kind. 
What is the kind you hav(‘ in view? 

A . — We want to conv<‘rt it into a permanent share capital basis. 

Q . — Tliat iiKMUis tlmt tlu' subsorihers will bo draw ing their money from th« 
nidhi and you will crmite a share eapital thereafter. Is it not? 

A. — Not necessarily. I’ho share eajiital already paid ivill bo taken as 
re<‘urring <leposits. 

Will all tin* j>r<iSonl iiieinbcus Agree to convert their share money 
or will some of them witlidrawp 

A. — Very h'W" will withdraw'. 

Q , — But yonr liabiliiiivs will remain there. Will tliey iu)j ? 

A .— I am not very sui (^ about it. 

<).— Siij.i >os<' you have a proj)osal to pay off the suhseriliers ; w hether 
they w'ithdraw oi’ not, it is only a question of paying tlunn ofl‘. Yon will 
then have to rjuse eapital by way of shares. Is it not? 

A. — No, we do not ])i’opose io do that now. We are proposing to 
introduce a neiv system of shar<‘s by whieh any share]ir)ldei’ can lake only 
one share or two and the amoiud already paid by thc^ snbserilM*r,s towards 
the shares will h(» takcui as recnning deposits. That is what/ we are i)ro- 
I>osing to do. 

Q. — By that means you will eonvevt your shares into a sliare capital.^ 

.i.*- Y\^s, as T'e,c\n‘ring d<‘posits. 

(?. — At the same time yon say that some of tlu» subseiibeT's might witli- 
di'aw' ? 

A . — Yes. 

Q. — Your paid-uj) capital is Bs. ()J laklis and vonr deposits aie only 
Bs. 4.Ge5,000. Why? 

A . — No, it is Bs. Gi lakhs. 

~ Your reserve is only Bs. 50,000 and that is mixed up with yoni- other 
funds. Is it not? 

A. —Yes. 

Q . — You have not earmarked as reserve any money in the shape of 
Government securities or in any other form? 

A, — No. 

Q. — In tile interim period, i.o,, during tlie conversion of your nidhi 
from tlie subscrihod basis to the share capital basis, tl»e liability of the 
nidhi is likely to remain as it is. Is it not? 

-1 . — Yes. 

(>.- Af the subscribers take aw^ay their money during the it‘Construcl ion 
period, hoiv would you meet these liahilitirs ? 

A. — ^We were apprehending that sueh a thing might happen before. 
But now I do not apprehend so much. I have l>een wuitching other small 
institutions doing that. 

Q . — Is thei'e any institution coming to Ironhle by resorting to such a 
^iSnsfer in Madras? 

^ A. — No. Thoi'e have been tw'o or three institutions in Burasawakain 
whicli have been transferred to the share capital basis. 

Q , — Is it a fact that the subscribers have withdrawn their capital while 
the liabilities remained as they were? 

A-^-Yes. 

Q, — So you apprehend that difficulty? 

A. — Orignally T apprehended snob a diffienlty, but now T think J c«|jk 
§afely launch the scheme. ^ 
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y. — Can you, Uj>li ua what you propose to do durmjg the rot^oubtruciion ? 

/I . - We would a«dt the subscribers to allow their sliaro money to bo Iroated 
as into recurring deposits. 

V.— But do you feel sure that they will agree to that ? 

l. -We do not intend converting' all then paid-up capital into sliuie 
ca])ital. J lie ainoiint subscrilnHl hy each shareholder wiiJ be treated as 
reeurring deposits simply. 

(J. Out ol your <.lej,>o.sits how much i.s in ii.ve^l dc|K^sits, liou much in 
current accounts and lion much in sa\ iiigs bunk deposits? 

.1. its. 0 lakhs in lixed deposits, Hs. 5<i,(XKl in current aeeonnt. But 
wv' do not liave any savings bank account. Tlu' term savings l>ank is 
only useil to reler to the sulvscript ions paul liy the sliarelioklers. 

(jb- - The tliliienlly i>> tlial \\ hen some ot tlie subsci ilau -s come to knew 
that yon aie going to convert all their paid-uii capital into a share capital 
there is a likelihood of the shareholdcu's withdrawing their money. Do 
you not then apprehend that there will 1 k‘ a ddticulty in meeting the 
I lability? 

.1. -1 had appichciisioiis about this inontlis ago. Jtut ik)i\ I think 
that the jiublic* are already aware* that the ini rudnet ion of the ne w system 
would he sater foi- them as their iiahility would decrease theiehy. 

V- — So you feel that the suhscribers will nut withdraw Init will agie^o 
to tune their money con\eitc‘d into a share eaidlal? 

.1." We* do not preipo^c to ha\<‘ all thc'ir shan* inone'y eeiieentud into 
the share* eai>ital. W’e are eontinuing the system/ Init onl^ we gao tim 
name of reenrrmg deiMisits to the share* capital. 

V- Anyhow you llu^c to apprehend the diflicultv that may arise? 

A. -Yes, 

V- — Yon are advancing money on liouso property, i presume? 

[ . -AVe do. 

ads utice 7-3 per cent (d the appraise'd v alue? 

A .—Yes. 

- J)o \ou coiisidei that giving an advanee of 7b |>er cent ou hons# 
property is .safe in consideration of the* fact that during tlio last tlireo 

or lour years tiie value cjt house* ]>roi)crty in the e ity is going down rapidly? 

.1.— VVe liave* a[)praise.*d the* house property with dne^ regard 1o such 
dcpre.-ciatioii in [iriee* ot the house prope.'rty and have valued it eoiisidenahly 
lower. Our valuation wijuld Ih.> such that at any time* the.^ loan would hci 
realised. It is only onr estiniate'd value and our estimate would lie sutii- 
ciently guarded. 

Q . — For wliat period do you allow' these advances to remain ou the 
secuiity of house property ? 

A . — If it is a re‘gular loan, it autoiuatieally adjusts itself in 7b inoiith« 
or () years and 7 months. But in the case of sjx-ci. 1 loans they might 

draw on a little longer or shejrter. But we* genei*ally lix it for a ^oar 

in tile e’Hsc of special loans. 

Wliich is more, si>ecial loan or regular loan amount ? 

A , — Begular loans. 

^tb““AVhat e-lass of people take regular loans from you? 

.1. — All classes, 

— Alay 1 know tlu; proportion of the pex)r people as cominircd to the 
middle aiiel upper classes that resort to loans from yonr institution? 

A 1 have prepared something like a statement. L cannot say that it 
is accurate but 1 think A will be approximate. Out ol 51*2 people who 

borrowed OG are professioua’ men, such as d(X.'tors and law\yers, 126 
merchants, 10 are petty shopkeiJper.s. 184 are oflicials, 112 are.' Jaridlorcw 
and 4 are miscellaneous x>eople. 

Q — go your soc*icty is helping only 1 jiuor people and 10 petty shop- 
keepers out of 542 people who have received loans from you. Are they 
the oaly people who have slender mean-s and who remain on a subsistence 

would give you another statement. Loans for amounts loss than 
Rs. ioo have been rec^eived by 67; 227 have borrbwed below Rs. 1,000 
and 240 hare borrowed above Rs. 1,0(X). 



Q . — Eveu then the bulk of the people are those who had borrowed above 
Rs. 1,()00 and above Ils. 1<)0 and below Rs. 1,(X)(). My point is this. You 
are asking for exemption from stani}> duty from Government, a poncc^ssiou 
given to the co-operative soc'ieties. What is the si>ccial reason for your 
asking for that concc*ssiofi ? 

A, — Of course the poor and the middle class pcoiilo cantiui afford to 
pay the duty. 

y.-* From your figures, it dppeur that you aro catering only to tho 
rich pcMjplo. Tlierc aro only 10 potty shopkoepors and 4 poor people. How 
can you then ask fur that t-oacession ? 

A. — Rut I take tho oflicials also us poor people. They aro clerks drawing 
Kb. and Rs, 40. 

Mr. Thoftm^ : An) tliey ‘ loan ’ borrow ors h* 

A. — Yes. They take Juans on furiii.sliing securities. 

- d’bey become subscribers? 

A . — Yes. 

- Wbat du you mean by ‘ special ' Joans? 

A . — 'riiosc who receive s])cciul loans n.u.si also be subscjibois but tlioy 
need nut necessarily take a largei’ nuinln'r of sliares to cover iliu whole 
amount of tho loan. 

iV / , (t'(fpala Mr non : Do auu know tiie reasons on which co-operativo 
bueicties are cxein])ted from the i>uyment of duty when loans aix) taken by 
tho ordinai'y r^ ots ? 

A . — 1 do not know. 

y.— Do you know that the co-operati\c societies ar<j catering to tho 
iictHls of the very jmjo!’ agricultural population? 

A . — Wo also do the same as a matter of fact. 

y.— But tho liguies that you gave sliow that tho hulk of the boi rowers 
uro not pour peojilo. Why is that? 

/I. — That is becanso we aro cliarging tlie stamp duty and tho registra- 
tion foe. 

Ai j you charging them u iiigh rate of interest? 

A. — No. Our j'uto of intorest is even lower than the laie of interest 
in (‘o-oporativo societies. We charge only per cent oven including the 
premium. 

The (Tiairniun : How did you make a prolii of Ks. 60,(XXJ? 

A. — It IS tho surplus proiit after paying off tho guaranteed interest. 
It is duo to tho largo amount of deposits I’ceeivod during the last 5 years. 

Mr. (topala Menon : Your hguros clearly show that you aro helping only 
the iniddlo and the upper elas.ses of peoi)lo and not tho poor people. Are 
they not getting any help from you? 

A . — Wo are prepared to help even the poor people i>rovidod they apply. 
As a matter of fact oven the seuvenger.s and rickshaw wallas arc sJiare- 
holders. 

<;>. — But your figures do not show that. It is only 10 shop-keepers and 
four pool' people that are found in the li.si you gave. 1 can understand 
your claiiii for the exemption fixmi stamp duty if that contained the poor 
people in a greater number. Suppose this exemption from stamp duty is 
granted to you can you sugge.st any way by winch tho Government could 
ropJaco that revenue? Have you thought about it? For it you approach 
the Government for this exemption from stamp duty, it is but pi’cpor that 
you should suggest how* the loss of revenue in this direction could be re- 
eou|)ed. Can you hell) tho Cuinniittee in finding out the ways and means 
|pi;, doing that ? 

^ vJ. — 1 have not thought about it. 

D.— May I know what proportion of the profits go to the directors? 

A. — Wo do not give them any definite proportion. 

C.— From your experience can you say whether any proportion of the 
profits that are realised is given to the directors by way of sitting fees 
and other income? ^ 

A . — In our own society we pay a fixed remuneration to the directors* 

O . — Do you pay a sitting fee of Rs. 150? 

A* — Ye#, 



— .Th«y sit ouce in ©rery month? 

— Yfcs. 

soiiio of your dirootors appraUors also? 

.1. "They arc uot appraisers, hut surveying: directors. 

Q . — Are the dirc'ctors, iu addition to tiie Ks. 150 a uioutli, lieiluig 
^rriago allowance also? 

^ A. — Yes. 

-Aixi they also cU8t»Hliiuis of needs btettnl^ 

/l.-~Yes. 

Q - — Therefore as I'ustodiaus of j^uods, they y;et a fee, as suiveyingj. 
directA>rs they got another foe; they get, iu addition to tlioii salaries, a 
carriage allowaiioe? 

A, — Yos. 

(^K — When all tliose are [ml tt>gcthoi\ eliat proportiuM tU) lln\\ work out 
to the total profit? 

A . — 1 liave not worked out the propoitien. 

Q . — Are there any lawyer nieinhers in tho direeloiate? Aiu they also 
paid ? 

A . — Yes. 


(jk — Wliat is the cash uii hand at the time el closing >1 the \eai ? 

A.— Rs. 26,tKX). 

V- — Why (lid .>ou net remit it into the hanU? 11 tlu*. lust day lnn>peiied 
to he a holiday lor the fnink, there wio'C oini or two aorlving days Ik'Ioim 
or alter tlio last day on vhich \ou could ha\e leiiiitted all tliu collections 
into tho bank, 

A, — The inai<jj- portion ol the collection was made on the last day. 

Q — You charge lOi per cent on special loans? 

A. — I'hai was onl\ two yisirs ago. Wo have reduced the laie of interest 
foi' the last two years. 

Q . — 111 your profit and loss aeconnt you hav<‘ shown tliut tlie ainoiiiit- 
rtMiuired ou the husis ul closing sections in 71> months is Hs. 1,10,000 and 
that comes after the liguic^ Rs. l/22,(K)0. 

A. — Tho total accrued pniiit earned hy tlu^ society is tho iormer lignio 
and tho latter figure is tho amount of guarunteiHl intcri'st. W(; do not 
guarantee ou the; basis of closing tlie s(‘(*tions at the end of 70 moutlis. W'o 
require a c'ertaiii piolit and that profit is tho latter figure. 

Mr. Mufhiah (■hrii'ujuv : Have you any limit up to which aiiN l>ody could 
take shares in your society ? 

A. — Wo have, not g(^t any limit? 

y — Have you any limit so far as directors uro eouceiued? 

A. — The directors could take any shares. 

V.— What is the minimum nuniher of share.s tliut the directors could take? 

A. — Tho ininimum tliat they can take is 10 unoncumhorod siiares, i.c., 
Rs. 25 a month. 

Q . — Could they also .subscribe a.s ordinary subscribors in monthly instal- 
monts ? 

A.— Yes. 


Q , — You say in your written memorandum tliat you charge compound 
interest on the monthly it^sks at a higher rate than the interest ou tlu? 
principal. Does that mean that you charge on arroai.s of intore.st? 

A. — Yea. 


y. — You want to collect interest ovory niontti? 
l.— Yes. 

i . — Do you not think that it is very hard? 

1. — It is not very hard It is, on tho other hand, very easy. 

0. — Do you pay income-tax? 

4, — We pay a small amount now, W^o have been i>uying a largo amount 

3. — 1.S not your society exempt from incomo-tax? 

1. — So, We have not been exempted. 


* — Do you not give clean loans without joint promissory uote«? 
-Ko. 


A.*— Our rules do not i^rmit them. 

(Tlrai witness then withdrew.) 
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Oral evidence 

Ah'. CoiKila Alcnon : Mr, Jloraiswaiui Ayyar, aro a Professor of 

KfoiioniicB ill tlio Prosidouoy College P 

A. — Yes. 

Q . — You oj o loi- Boiiio time aetiug as llriiverBit^ Piolessor of EeonomicbP 

/I. — Yos. 

'i'ou a 1-0 alBt» Joint vSecretary ol the iiidiaii Economic Association 
(Madras hranch)P 
A.-- 'Yes. 

^^K — You are tliererorc tiioioughly acquainted with tlio hanking practice 
of this IMetiideiny and oi India generally r 

A. — i am acquainted with the hanking theory and not iimeli with the 
practice. 

Q . — As a Proiessoi oi Ecoiioiuies you have been teaching your students 
banking P 

A. — Quite so. 

Q — Wo wish to know whether st inhails a ho liave received training in 
hanking have got o(K;npa( ions in hanks and w hether they huvo l>ee2i louiid 
snecesslui. What is your experience in the matter P 

A. — It is only very fewr who go to the liunking hrms. But most of the 
students do not care to take nj) petty jobs. One became a jirobationer in 
the Imperial Bank. Jdiose v^ lie are in the dijiloma oi economics class caino 
from tho linns and some others, having i>assed the diploma, got appoint- 
ments in some firms. As regards the students of the Presidency tJolJego 
1 do not think that spccilically they go into banks or commercial houses 
for tlie simple reason that tlunc' is not very much demand idr iieople trained 
in economics on the part of the c-ommereial houses. 

/r. lit arson : l>o they go to the bar? 

-They go to tbe bar or appear tor the eompetitive examinations. Still 
there is not that kind of ileniand on tlie, part of the commercial houses and 
even hanks for people specifically tiaiued in economic theory or banking 
even. 

Air. (Joptila Alcnon ; Ho you think that apart irom the sort of instruc- 
tion imparted in the ordinaiy schools a spcndaliKed training is required for 
employment in the coinmereial and banking concerns ? 

A. — Oh, yes. Special training is somewhat helpful one .should think. 
But taking into account the ec^onomic organization of our country and the 
fact that the bulk of economic life is agricultural c'onfined mainly to small 



holders there is not very niuch room in the mufassal for joint-stock hanks 
on a larg^e scale with the rifeult that the demand that yon expect for 
people specially trained in hanking in a big country which is not situated 
like India you do not find in this country. That is one <»f the causes 
for the small demand Cor people trained in hanking. But joint-stock hanks 
in big cities if they go alMuit their business pro])orly should nitacli value 

people who are iraintnl in advaiu'ed hanking theoi'^S' as well. Tlu\v will 
he of great help in suggesting various lines of udvante. Thai will 1 h' very 
helpful towards taking a broad view of the relations l>etween currency, the 
rai«^ of interest and the aitual eeonomic (Hindition, Tii that way it will bo 
lielpful. 

You are thinking of the present state of affairs. Suj)pos*^» as a result 
of this enquiry there is going to he an «‘\pansion of hanking facilities, would 
you attach any iinportan<‘<» to getting men traiiUHl for the bachelor oj' 
eoinmerc^e dogreo ? 

A. — Oh, yc-s. Tliorc will he some demand for them. T do not ex])oct 
that there will lie a great demand for them for reasons I have already ex- 
plained, that is on account of the fact that jiroduciion is very largely agri- 
cultural. These export houses engaged in foreign t rade might go \n for some of 
those men if they are |>roperly trainoil. Then thme will !)»» some demand 
lor them. 

Q — Do you uot think that such men in.stead of going to the Cov'ernment 
offices or taking to law or even hcfoniing profesHf>rs, wouid naturally try 
t-o got appointments under commercial and hanking oomorns? 

A. — Oh, yes. It will he of some help. As a matter of fact, a faculty 
of (ommcrco is necessary for that reason. 

“ WHiat is the average salary that the economics graduates who have 
received training in hanking now^ get? 

.1 . — Tliey are lumped up wuth tin* other graduates and T tdiiuk they get 
Bs. 40 or Bs. 50 to stai*t wdth 1 do not- think thiit there is any specijil 
value attached to them hecanse f'ommercdal firms have uot yet seen quitu 
the need for sueli men. 

Q. — You say that these people are taking U]) jobs on Bs. 40 and R®. 50. 
You know^ that therci is ample room in iliese commereial houses and banking 
concerns for men of that calibre. Would not tlu*y he prepared to accept 
the same salary to start with? 

.4. ~-T tliijik they will he ])rcpnred to accept thiil. ^ 

Q — You also know that those firms would lik<* to get a hv‘tlor trained 
man who can grapple with the offico work than i]n)se wdio arc less educated. 
8o do you think there is a real op<*niug for such men in these oomimuciul 
and hanking concerns if they only try to get in? 

A. — Yes. There is some opening. Only thosi* pt^ple who are at the 
head of commercial liouses must realize the value ot this and meet commer- 
cially trained men if ])ossihle half w'ay. Fn cvoiy country it takes some tame 
for these commercial men to realize the valiu* (>1 ;u ad<un ic tinining. Even 
in England it was so and it was only after some time that economic train- 
ing was recognized as essential. 

Q. — Do you not knotv instanec.s wdicrc these men who have received 
sound commercial training havi?ig got imipko'immt in comineicial houses 
Iiave come up in their career? 

A . — T do not know of any pa?dicular names. It is all in the maknig. 
F think it must take place in the futiH<c F do not know conditions in 
Bo 7 nhay. As yet F believe there have not hetm many instances. 

Q . — Have you not heai'd of men wFio have cf)ine out f)f the Sydenham 
(^>llege of Commerce being taken by European and Indian fmns on a reas^^m- 
ahly good salary ? 

A . — Oh, yes. It is alw^ivs of help U> do so. 

0. — Ko t^ie same thing can happen in Madras also? 

A .—Yes. 

<3. — -Wliat is meant by l)ankiiig? -j. ▼ 

A . — Tt is a very large question and 1 shall attempt to answer In 
hanking, eapital that is available for industry and agriculture is placea at 
the disposal of the agiiculturists and the commercial men through tbe 
l^aehinery for collecting these funds and making; them av|plahle to them. 
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Banking inrolves a certain organization of capital so that those who need 
capital for agriculture and industries may have the capital. You may 
divide it into investment hanking and commercial hanking so that for working 
capital and for making liquid capital in goods the commercial hanking is 
very useful. The scoj^e of investment hanking is to* lead capital for indus- 
tries, that is, for block account and things of that kind. Banking there- 
fore is an organization !>y which capital for i>ennaneni development afiKi 
working capital for running concerns are made nvailahle to those wht) 
nee<l it, 

Q . — Do you think that money-lending is hankingp 

A . — T should think tlio essence of modern hanking is not so much to use 
the capital of the hank as to ii.sc the savings of the people. That to my 
mind appears to ho the essfuice of hanking. Deposits, for example, will 
hear a very huge v>rop<)riic»n to ilie capital. Very often it is 8. 10 or 
12 times tlie capital. (‘onscH|uently the distinction that T would make 
hetween money-lending and }>anking is that the money-lender mostly uses 
his own money wliereas the hank uses not so much its own capital ns the 
funds ])hiced at its disposal l)y the public. That is orm diffei*eiu‘4' that T 
make. 

Mr, np.armii : The fuiK tion of banking is to eolleet small sums of money 
and to give capital to tliose who need it. Ts it not? 

A. — Vos, that is the spirit of hanking. In money-lending tlie dynamic 
factor of aiding the saving habit is al)sent , wliereas in hanking that is a 
very essential feature. 

Q . — Tlio hank collects the money of other }>eople, whereas the money- 
len<ler does ^lot, Ts that the difference? 

A . - Yes. 

Mr. Copnla Mrnnv : From your point of view' is modern hanking the 
inaiuifa<*turing of credit? 

/I . -- Yes. Ti is dealing in credit. 

Q . — It fneilitntes the machinery for exchange and ilm hank is tlio machine 
for facilitating exchanges? 

hank is the machinery foi* making licpiid Ccapital in goods, 
parficnlarly tliose goods whirl) can he exchanged easily. 

Q . — Do you not think that the real essence of banking is commercial 
blanking? 

A — The real essence of hanking as w'as ooiuted out is the developing 
of the saving habit and the collecting of driblets from largo numliers and 
making these available wherever those are requiT-ed. 

p.— So do you agree with me when T sav that money-lending may ho 
a ))art of hanking hut cannot he hanking itself? 

A. — Yes. Money-lending has got certain aspects of hanking, 

Q . — Has lianking developed in India very much as compared with the 
other ])arts of the W'orld ? 

4 — Banking in India has not developed as much as in tho other narts 
of tho world for the essential reason that the production of wealth in India 
is at a very low elih and the huge masses in this country have not the 
power to save and consequently you find that whereas the essence of modern 
hanking is the depending u|>ou the savings of multitudes of neople. vou 
do not have that advantage in this country with the result that modern 
hanking on a satisfactor\’ scale has not vet developed so far as rural India 
is eonoerned — I mean the rural parts of India. 

Q . — Can vou quote statistics with regard to the numl>er of hanks in 
existence in India as compared with that in tho ITuitc^d Rtates or England? 

A . — One should nnlv refer to the statistical publications which are easily 
available. In the United Rtates I think there is a huge nn?n>>ev of hanks. 
In England branches of each of these come to more than a thousand. So there 
w’e see large numl^ers of banks in those countries. But here it is not so 
for the simple reason that you do not have large numbers of people l>eing 
in a position to save. That seems to stand in tho way of the developn^mit 
of moclern hanking in India, Thus even an attempt to create hanking 
facilities here will not he of much use unless lhat attempt is linked up 
with an organization for making the masses produce piore wealth and also 
save wealth. 1 do pot thipk that the attempt to create banking faeilitio^ 
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will be of much use unless it forms part of a compi'eliensive plan for pro- 
moting the agricultural prosperity, improving the standard of life, making 
the people aspire for a richer and a fuller life and making them save money. 

Q . — Your point is \hat ample facilities have not been afforded for the 
development of banking. By whom do you want the facilities to be created? 
Should it ^ by the Government or by the people? 

A. — It is not a question of Government alone affording facilities. It 

is a comprehensive question. 1 wish that a spe<’ial attitude is bixnight 

to ))ear on the problem of banking which is Imiind up with the production 
of more wealth, whicli is Imiind up with an attempt to increase the standard 
of life. For these things to be accomplished a broad thoughtful attitude 
towards economic questions is essential. 

Q . — I mean the facilities such as the expansion of railways, of the 

postal systeni and of commerce as a whole. Do you not think that theie 
has been an expansion in all the three dii'eciions during the last ten years? 

I wish to know whether the banking business has dev'elopod corresponding 
to the develojunent that has taken place in regard to the expansion of 

the railways, the postal system and commerce, both ox])ort and inijKirt 
trade? 

A . — In regard to the third point, namely, the expansion of trade, during 
the last ten years tliere has not boon much of development if you consider 
the volume, of the ex])ort trade. 

0. — With regard to trade wliat arc your figures? 

. — The figures you find from the ‘Trade or India 

— Do you think tfiat from a roferenc‘e to these figures hanking bu8ine«>s 
has developed in the country? 

.4. — In that counectioii I would like to point out that as regards foreign 
trade if you take the volume of trade into account there will not he nni<‘h 
of an increase. Those are all figures in ru])oes and the prices now have 
increased. 

J . — But have not the [)rice.s come down in the last three years? 

. — Coinparod with the pre-war ])rices there has been an increase of 
45 per eent or thereabouts in the ])rices. There i.s not very mnch difference 
between your point and mine for this rea.son that the volume has not shown 
ii considerable increase. Banking facilities are capable of improvement, 
for example, by v ay of establishing land-mortgage banks. I am all for 
improving hanking facilities, only there slioukl he a due sense of propoHioii . 

Q. — What I really want to know is whether you are in favour of a 
net-work of ordinary commercial hanks and other private hanks coming 
into existence in the country, 

A. — There has been an incroase in the number of hanks. The Imperial 
Bank recently started 100 branches according to their contract with the 
Government. But the countiy has been passing through a depression .so 
that there has not been as great a need for facilities in the central jnark<d. 
The various tiades liave been suffering from depression. 

Q , — So you are of opinion that the present hanking facilities arc Tneagre 
as compared with other countries? 

.4. — They are meagre and there is an explanation for that. 

Q . — In your opinion whicji is economically more sound, branch hanking 
or local hanking ? 

A. — I am glad you raised that question. As a matter of fact I was 
thinking whether branch hanking is the best for a conntp^ like ours < r 
the individual hank system as in the United States of America with a lajgc 
number of self-contained banks l>eing linked up by some kind of machinery 
was the best. It is a question on which there might he difference of opinion, 
hut my sympathies are more for individual banks being developed for the 
simple reason that 1 find that on account of the difference of habits and 
languages in different parts of this onuntry branch banking may be difficult. 
Therefore my inclination is rather for independent banks being developed 
especially in view of the fact that we are not capable of inanagiM yet 
huge enterprises where complicated relationships exist l^tween different 
parts. I think there is some scope for development of individual banks. 

24 
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Especially when the reserve hank comes into existence and wbeii facilities 
for discounting are availahJe, individual hanks started in different parts 
of the country will to iny mind l>e much more helpful than branch banks. 

(?• — Have you applied your mind to tlm Indian conditions when you 
say that you support the ostahlishment of individual hanking as compared 
with branch hanking P 

A. — It is with leference to Indian conditions that T am saj’ing that. 
By individual hanks 1 do not mean small musliroom nidhis. instead of 

a mammoth oiganization spreading its branches in different parts of the 
country I would rather have a mimlKU- of hanks where there is scope for 
the exeicise of initiative and where the local nee^ds might be well attended 
to. When we are in our ])resent state of evolution it is much better tor 

US to manage such comparatively small oigiin izat ions than to manage a 

hank with a huge iiundxM of branches. 

— You know that the main industry in tJiis country is agri(*iiltur(‘ 
and al)out 70 })er cent ol the population is engaged in agriculture and one 
of the objects of this Cornniittee is no doubt te find out l>etter agricultural 
credit facilities. Suppose a hank is started in a rural area. Do you think 
that it cun find enough business throughout the yearp 

A. — I do not thitik I have made myself understood. I do not mean 
that the individual l)unk is for the agricultural purposes in the village 
solely. I shall make myself clear. Instead oi having one single hank in 

Madras with a nnmV)er oi hranclu's in varif)us other places, a hank in 
Trichinojioly, a hank in Calicut^ a hank in Bangaloie and a hank in Tinno- 
vefly would he better. I woidd not he against say 5 or 6 b<anks managing 
very largely the kind of work, not j)i*imarily agricultural, that has to he 
done in this eountiy. Tliat is what I mean. Instead of one bank, say 
at Delhi or soine other place with a number of l)ranel)e-s scattered all oven- 
India I would prefer individual banks in the vaiious ])laees. 

Q . — Do you think that for such hanks there will he enough work througli- 
out the year, especially in the light of tlie fact that only in |>articular 
seasons money is ref|uiied in particular j)arts? 

A. — 71iat is wliy I want to link them with th(‘ reserve ))ank. In seasons 
when there a?*e suiplusos in the. hanks they will go into the lesjrvo hank. 
Without a reserve hank yon will he led into difficulties even as A)nerica 
was led. Oi’iginally there was no concentration of hanking facilities in 
America, with tlie result tliat the scatteied reserves did not find employ- 
ment. So they had recourse to tlie reserve hank later on. Tn this country 
I feel that with the starting of a reserve hank there would lie facilities 
for remittance of funds. 

Q. — Bt'seiwe bank can have Viusiness only witli tlie head office ol' a hank. 
Suppose there are 100 individual hanks in different parts of tiie eountiw. 
Do you want tlie reserve hank to liave dealings with all of them P 

A. — Exactly. 77iat is the function of the. reserv'c iiank as ! understand 
it. All joint-stock hanks can receive help from the reserve hank if they 
observe the various conditions laid down. The reserve hank is not to have 
relations with some big banks only. It must have relations with all the 
joint-stock fianks and appioved lianks. 

Q . — Do yon not think that there will be this aclvanfage for a branch 
l)ank. when it does not find business in a slack season in the agricultural 
year, the liranch can remit its surplus to the city and employ that money 
there for trade pnr]>osesP 

A , — T thought of this point whether there will he enough work always 
and T found the explanation for that in the creation of the reseive bank. 

Q, — Suppose there are a number of brandies for a bank. For instance, 
the Indian hank has got six bmndies and the Nedungadi bank has also 
got a number of branches. Do you think that such banks can function 
properly and attend to the agricultural needs and also to the trade and 
commerce of the country or do you want a network of individual banks? 

A. — The Nedungadi bank comes under my scheme. Wlien I said I 
would prefer individual banks to branches I did not intend that no single 
branch ought to be opened. 

Q. — Do you then think that branch banking has got greater advantages 
than individual banking? 

A. — That is not my view as T have developed it. 
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V. — it jK>t^ibic for the Govoniioeut to ju'wleraie the jkoo of iiaiikiug 
progre^.s;*^ Have you any idea 

A . — The Govornnient eait do sotuething. Hut apart from the (ioverument 
agency tlie leaders of Uie puhlie iinve also a part to play. The lirst thing 
is to make the average ryot aspire to a higher standai'tl of life and make 
him work harder. That is a work for the Govornmontal agency and the 
leaders of the public also. I think the Governnieiit in all its departments 
must l>e infused by that kind of spirit . 

Q . — How can money he made uvaiiahle in our country for hianahle 

capital P Is not the scarcity of money the root cause of the liigh rate of 

interest or is the cause of the high rate of interest the difficulty in collecting 
monev through proper agencies and making it useful to others p 

.4- It comes to this — whether our banking lesourees aie adiHpiate or 

whether it is the absence of organization that is responsible for the high 
rjite of inteiesi. I do not know whether 1 am expressing yoiii* mind when 
I say that you want to ask me whether tln‘ resourees are adequate or 

whether the resources l>eing adec^uate on aeeount of tlu‘ lack of organization 
money is not available when it is recpiired. 

Q . — Do you think that sufficient money is available in flu* country and 
it could he made* useful if there is a proper orgauizat ion P 

I — (}]u cpiestion one* should draw a distinction htdaecm cmitral 

money niajkets in .Madras, Homliay or ('aleuita and the villages. Thc‘ 
(‘onditions of the cential money market are to some extent similar to Un^ 
conditions of the central money markc‘t in liondon oi- Jhiris for this reason 
tlmt the rates at which money is jrivc'sted by a nmnher of investors, say, 
in (jlovernment loan, arc tlu' same. There' yen have a parallel as regards 
the l ate that pc'ople who invest tiieir mom'v in Govenmu'nt loans gc't . Hut 
at ilie extremities you find a ditterencc' between the' conditions c^lsevvhere and 
the conditions in India. The high rates prevailing here' arc due to a number 
of causes. I do not agree' with tluv statement tliat the lesonrc'cs are quitch 
adeciuate. To my mind it appears that the resourees also are not adecpiate. 

Q. — If the money availaiih' in the count ly is usefully employr'd do yon 
not think that there w ill he seojie lor a better organizittion P 

.1. — Oh, yes. There is .s{' 0 ))e for lietUu' oiganizaiion. There sliould he 
a better organization. But the resourees themselves arc^ not quite adequate. 
I want to emphasize that point also, for the simple reason that the jirodno 
tion of wealth and the savings on the part of the Inilk of the people are 
not at all adeciuate. There may he some aggrc'gated wealth hnt not di.stri- 
bated wealth. 

Q . — As regards the village nioney-leiuler. do not yon think that liis rate 
of interest is fairly high P 

A. — Yes, he gets a better rale of interest. Bui I am not one ol ihost*. 
who feel that we can hluine the village inoiK‘>'-lender and the indigenous 
hanker wlio have to charge' a high lato ol intoest lor tin* sunple reason 
that a hank could afford to charge a lowxn* rate of inteicst hc'cansc' it .is 
not its ca|)ital that it lends hut it is the dejiosils. ^Phese dc|)osit^ are 
got at low^ rates of intei'est and yet the hanks are* able to pa> dividends 
of 12. 15 and 18 ])er cent. 1'he money-lender or the indigenous hanke'j’ 
does not get nor take dejiosits and he lends liis own cjipital. The rates 
of interest will tx>ino down only if the hulk of the ])eo])l(' develop tlie habit 
of saving and ])iitting it into hanks. Anotlier point that .strikes in<' i.s^ 
tjiat the rate that is ])aid on dejiosits is rather low, and the rate which 
the ryot has to pay on the loan that he hoirows is vaoy liigh. On account 
of this disparity between tlie rate w’hich he can get on any deposit that he 
nmkes and the rate he has to pay for loans, there is no inducement to put 
money on deposits. There ought to he a lossei* gap between these' tw'o 
rates. That again is a qinsstion of organization, Unlc'ss this gap is nar- 
row^ed down yon cannot expect people to deposit their money in hanks. 

Do you believe in C'ontrolling the rate of interest Ii.v legislation 

A. — I do not believe inneh in laws or legislation. 

Q — Have yon learnt any lessons from tln< failures oi souk' ol IIk' Indian 

joint-stock banks in the past? x i i 

A. — ^Yes, there were a number of banks that failed. 
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What 1 want to know b are you lor Government control to l>e insti- 
tuted lor protection to depositors K 

A. — 1 am lor some regulation. It is well that there is some legislation, 
but wo should proceed very cautionsiy in this juatter. 

Q . — Do you know any countries where such legislation exists at presents 

A , — In the Unite<l States they have trie<l to protect the interests of 
the depositor. But in England 1 do not think there is any kind of propor- 
tion fixcjd for a bank. That kind of legislation is in the United States 
only. 

Mr. Tkaihdii: Wliat al>out Canada ^ 

.1. — Tljer(‘ is, I tliink, no legislation there to that elfe<^:t. 

Mr. Oo/Mtld Menun : in or^er that the indigenous bankers may serve a 
useful purpose in the banking proper, do you not think tliat the Indian 
money market should he thoroughly organized P Have you got any proposal 
for such organization? 

A . — As jcgards that question if we develop the industiial activities of 
the couiitiy the indigenous banker will slowly transbuin himself into a 
joint-.sto(‘k bank. But this will take a long time. 

(J . — Should the indigenous banker work us a sejnuate unit? Have yoti 
any j)i’oposals for lu'itjgiiig him into a federation of banks? 

A. — Tlie indigenous banker will have to i)lay liis role on traditional lines 
for a long time to come belore lie adopts modern inetlmds. Bnt already 
the indigenous banker is linked with the eentral money marketj e.g., he has 
accounts with various joint-vstock banks particularly the Imperial Bank and 
acts as middleman between the central money market and the money market 
of the villages. Some more regulation, some more conscious attempt at 
making them part and parcel of a comprehensive banking organization may 
l>e necessary, 

Q. — You have been talking of the reserve bank. Do you think that the 
Tnijierial Bank has served in the j>ust as the bankers’ bunk? Are you 
for developing the function of the Imjierial Bank or bringing into existence 
a separate institution, call it reserve bank or State bank? 

A . — You cannot compare the function of the reseive bank with that of 
the Imperial Bank. Their functions are different. Tlio Irnjierial Bank 
cannot act as a reserve bank because it now competes with the other joint- 
stock banks. 

Q. — Do you think iliat the reserve bank should only <‘ontrol the money 
market and not do commercial banking? 

A . — 1 would not lay much emphasis on that; because if the reserve bank 
is constituted tlien there will be alternative agencies available for the 
juomotion of banking even a}>art from the Imperial Bank. 

Are you for imposing any lestrictioiis on the excliange banks and 
the foreign insurance companies in India? 

A . — They now serve a useful function in the international trade. 

^ Q. — ^Do you think they can develop on the same lines on which they are 
now develojiing or do you want to impose any restrictions on them? 

A . — Apart from imposing any restrictions 1 am ratlier for positive 
(l(>velopment than negative attempt.s at c^introl. My emphasis is rather 
for our developing our banking resources, our banking capital, our banking 
organization than placing any restriction upon their development. We can 
also, I think, run similar exchange banks. I would emphasize the positive 
side. 

0 . — You do not want to interfere with their functions at all? 

.4. — They now serve a very useful function in the international trade and 
the national money market. India has at present large trade connexions 
with different countries of the world and it is all now done through 
the exchange banks. I am not for any kind of meticulous interference, 
f w’ould rather advocate our organizing our resources, improving our organi- 
zation, developing our wealth and thus lieing able in course of time to 
run the foreign trade of India. 



4^- — Hav« you any hohoiue lor the iloveiopmout of tlio saving}^ of lh« 
vory poor das-seN in the country, i.e., thobc who cannot go to a hunk at 
the regular hanking houi'b — iabourei*^, certain cla-ssofs of l)usii\c»».snien and 
such like peopled Such i>eople can save something hut cannot t'oiue during 
banking houi*s to invest tbeii* savings? 

A . — Are you thinking of tow'ns? 

V. — Yes. 

.'i. — That is a (jucNtion lor the piactical hanker to solve, whether he 
can alter his hanking hours to suit such i>e<^))le. 

Q Have you lieard of “Evening Hanks” existing in any eovnitiy;" 

.1. — 1 have not. 

(J . — Wluit is your idea witl\ regard to niuniei))iil haukingr Do you iliink 
that iniinieipalities should attempt it? 

A.—\ would rather they discharged at presetit the imudions that (la‘.\ 
are cliargcd with now properly and without any ground loi- (•()m()laiii( than 
run banks. 

Mr, UeavHfm : I'he main neeessity i)f a hank is contidema'. Only a large 
hiuik with plenty of capital would inspire conhdence while a small liaiik 
will not insj)ire so much confidence. A local disaster of some sort a ill l)ring 
down a small liank. Ifut il it is a hig liank with hramhcs, say, in .Madura, 
Belhiry, Ifajahmundry, C'alicut. Tiiinevelly, viv.. a local disaster a ill not 
necessarily aff(‘ct it. Is it not? J'lien is not a hig hank prtderahic'? 

‘I- — In that (*.\t(*nt it is true hut tlnne are other compensating ud^’antages 
ill the latter. 

— I understood you to say that the agricultuj ists ali(» constitute tlu' 
Imik of the population have no momw to invest. \Vhat aljout the (|iU‘stion 
of hoarding? 'I'hey say that there are crores anti ci'ouvs of lioarded money? 
A vast amount of gold and silvei* is importt*d into the country t'very year. 
Ts the money hoarded liy the millions of the middle class or the few rich? 

.1, — If you take into consideration the fact that jewel is a form of hoanl- 
iiig then I can say that there is much of hoartled capital. This i(‘wellery is 
largely a question of hahit and that will persist until the whoh' outUmk of 
the people is changed. 

The (TKiirnian : Is it clianging? 

.1. — It is not changing rapidly. If it is clianging iapidl> tlien the co- 
operative movement would have shown nuicli greater development than 
it has now' shown. 

Q . — All the banks say their deposits have increaseil. The rural co-operative 
societies have put a hundred lakhs of ruiiei's in the co-operative societies. 

A , — ^That is not the agriculturist. 

Q , — It is the agi’iculturist. The agricultu lists have put in 70 lakhs of 
deposits and about *‘3() lakhs of share capital. Is that not much? 

A . — It is not much compared with the poiiulation. 

4 

Mr. Hear son : I understood you to say that you w^aiited to encourage the 
savings and at the same time to improve the standard of living. Are not 
these two antagonistic to each other? If you want them to spend more will 
you not make it difficult for them to save more? 

4^ — 1 think these two are complementary to eac:h othci*. It is only peo)>lc 
with a high standard of living that will save more. It is only countriivs 
which produce more, whose standard of life is very high who spend more 
and save more. In India they prodiK?i» little, have a low' standard of life 
and hence save also little. 

Q — In the last few years .so many Chetti firms failwl. 1 uas in Bombay 
when the Specie Bank failed. Public confidence was very much shaken. 
It was so l)ecause the lianks w'ere not able to meet some reverses. I heir 
i*esources w'ere not great. Is it not better to have big lianks with a larg% 
amount of capital than small individual banks.' 

4.— I am for joint-stock banks. There is no question of that. 
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0. — I take it that you said that in the largo towns you wautoil the joint- 
stoc'k hanks and that they should spread in the smaller towns and that 
tlm indigenous banker will he a sort of adrance guard spreading in small 
villages al! over the country and to which places the joint-stcK'k banks 
should later on follow. Is it not? 

A, — Yes. As hanking habit de\'elops the indigenous banker will he 
absorbed into the joint-stock banks. But that will take a long time to 
come, hut it is l>ound to come. That has been the course of progress in 
other c?ouiitries as well. • 

Q . — In England there were fornierly private individual hankers, but 
they were ahsorl>ed and now you get only the Big Five. Do you consider 
that the right kind of development? 

A.— Yes. 

Q , — As regards exchange hanks that many many years should elapse 
l^fore you need think or worry about an international bank, you have 
got to inovide hanking facilities lor inttu*nal trade first. The hanking facili- 
ties foi’ international trading are at j)resont adequate* and any resource 
can ho more usefully spent and is necessary loi- internal trade. Am 1 
right ? 

A . — That was not exactly my position. It is that you could develo)> 
both at the same time, though the provision of banking facilities for intern.'il 
trade reciuires urgent attention. 

Mr, fhotiiuM: May I ask whether it is the luck of mobilization of resonics's 
or the lack of savings tliat is the cause for the inadequacy of banking facili- 
ties in India? 

A , — 1 think, both. There is a lack of resources and there is also lack 
of mobilization. Take for example, the amouiit of loans that the Oovmn- 
ment Ixnrows. In spite of our large po))ulatiou wt* have not b(*en able to 
subs<ribc for the loans that the Goveriunent of India icxjuires (*very yt^ar 
for exp<niditnre on railways and irrigation works. We find we Jiave to go 
to extei’iial markets, which shows that our resoui’ces aie not adi'qiiate to 
meet such demands. 

(J . — You s|)oke of the di.sj)arit^ between the interest charged on bnins 
and the interest paid on dejiosits. Is the disparity so very gieat? 

A . — If you take for instance the indigenous banks, you will find tliero 

very great disparity. As regards the rate on deposits I think the co- 
operative hanks only pay 4^ to 5 per cent on deposits ])aid to them. 

Tlii’ ('havnnuH : They pay up to 5^ ])er cent; and in some cases the village 
soceities pay U]) to 7 per cent on de{M)sits left with them by the public. 4lie 
village societies Ixirrow from the central hank generally at per cent? 

A . — The disparity noticed is due to the fact that some of the hanks 
ill the past failed to inspire confidence in the peasantry. The security that 
the i*yot requires for his deposits must lie A-1 and the rates paid by tlic 
4i3^oint-stock hanks on their deposits are mucli lower than 7 jier cent. This 
c^unnot help the ryot. The ryots in villages are very apprehensive, owing 
%> their lack of education and they do not understand tilings that take place 

a dibtttuce. It appears to me that the above stands in the way of 
^ots’ making any dejmsit. They may have comnionsense, but confidence is 
4^ thing that is lacking in them. 

'V- 

Mr, Thomas : I suppose the point you w ant to make is that the ryots find 
it di^ult to save up, because the enc‘ouragement they get by way of interest 
ou deiw>Hit8 is not encouraging enough? 

A, — Yes. As the Chairman pointed out while even co-operative societies 
are •paying not more than 7 per cent I do not think other banks would 
pay as much. 

Q . — Can you tell me w'hnt is the prevailing method of granting credits 
followed by the Imperial Bank? 

* — So far as I know, the way in which the Imperial Bank lends money 

is on the security of goods, on produce, etc. In the branches in the mufas- 
sal they lend almost on goods. 
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Q. — ^What I want to find out is whether the inetliods of granting credits 
at present are calculat-ed to foster sound husiuess methods. Do they deal 
in c*omniercial hills or in accoiuiuodatiou hills, merely P 

A . — 1 have no expert knowledge, hut 1 tun told that it is done through 

overdraft. 1 agree that we must develop the ability of using hills. A hill 

market must he ei*eat€Hl in connexion with the estahlishiuent of a vestuve 

hank and as far as jiossihle the cash credit .system must Ih> rephu‘<‘d hy 
tlie bill system. 

T/u' ('hairman : May T know what you mean hy the hill system ? 

A , — 111 the hill system we generally offer a hill as st^ urity which (‘an Ive 
discounted at the uvserve hank. By hill, I mean a hill of exchange. 

(J. — What is th(» s(*(‘mity for it? 

.4. — The security is g(w>ds, the name of the drawer and the drawin*. 

(J . — Tile hills that you refer to an* different hills covering sptK'ific trade 
transactiims. Do you include trade hnndis also? * 

.l.— lt is a trade liill that I ha\(* in my mind. 

Mr. It is, therefore, necessary to doveloj) the use of proiier 

commercial hills in place of tin* present accommodation hills? This is (*ssen- 
tial for the deielopment of sound hiisiness? 

.1 .— Yes. 

Q . — Is it your opinion that we have not done so in the i>ast? 

.1. — We hnv(' been developing the cash (redit side of hanking, and with 
the opening of a reserve hank, I think we must have a hill market. 

f^y. -How would you encourage such hills? 

.l.- 'I’rado liills can lie encouraged hy means of special agencies a]>))ointed 
lor the pui'pose and also through hanks in eo-operalion with the m(*r(lmnts. 
Propaganda w ill he ‘of much use in this eoniu‘\ion and then' must lie also 
pc'rsonal influence in the matter. 

fjk — What class of hiisinessmen undertake this work? 

.1 . — [ think the pettv traders, the merchant houses and the* middlemen 
who transpoi't jiroduce. all these people may dratv hills. 

(^. — Which classes of businessmen discount hills at present with tin* 
imperial liank? 

.1. — Through the merchants in towns. 

Ai{‘ not the Multanis and Marwaris now doing this? 

.1. — 'J1k* C'hettis, Marwaris and the Multanis have overdraft acconnis. 
But I do not know V('r> much about those things. 44iose ari* matters of 
ju-aciict*. 

Q . — Do yon know why it is that some of them obtain special faciliticvs for 
hills being disc'onnted on more favourable rates than otlier classes? 

.1. — Perliaps it is a question of actual commerc'ial piactice. Mv own 
opinion is that the Multanis are a class of people who are engaged in the 
financing of tlie movement of produce Tt is a .s(*lf-Iiqnidating hill that' 
they are dealing in. That is to say, wTthin a few months after theii- husi* 
ness they realize their money on the produce. But in the case of Nattu# 
kottai Chettis and Marwaris it is not so. They generally lend in the villages 
and their business is not a self-liquidating transaction in the sense in whieJv^, 
a trade hill is. i think, perhajis that aeconiits for the Multanis getting.;’" 
better rate and greater facilities. 

Q — What facilities doo.s the Imperial Bank at present give to agri(Mi]- 
tnrists? 

A. — They indirectly finance agriculture through (‘O-operative socieli(‘s hy 
giving thein facilities for overdraft. Secondly, they themselves lend money 
on pi'oduce. They stock the produc‘e and on the security of it, they lend 
money. These are the two ways in which they help the agriculturists. 

Q , — In regard to the Indian joint-stock hanks, do 3 ’^^^ think there is 
ample reserve fund accumulated \y them? « , , ^ j * 

A.—Df course. If we examine the 6gures we find that the rese rve 
not on the same proportion as that of the exchange hanks. As regards tn,# 
exchange banks we do not know' the figures of their foreign transactions. ^ 
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Q . — You »aid in reply to a previous question that in £u^and there it 
no regulation for the keeping of any reserve. But, in practice, the English 
hanks keep ample reserve funds, and when any stringency arises, the Bank 
of England comes to their rescue. Is it not so? 

A. — Maj’ fn?. As a matter of fact our Indian joint-stock banks also 
keep more or less as much as any English bank, but there, there is better 
organization, and the central banking organization there is well-co-oi-dinat^, 
which makes the funds go further than is the case in India. Otherwise, 
I think, both aie more or less on the same level. 

Q . — Since there is not yet a central reserve system in India, do you not 
think that oiir banks are handicapped? 

.4.— Yes. 

Q . — Do yon think that it is possible to develoj) an agriciiltni*al ])aper 
inaAet of long currency as in the United States of America? 

4 A . — 1 til ink, in Jajian there is one. J do not any reason why we 
should not have f>ne in India. I am of opinion that we must develop it 


Q . — What facilities, do you think, arc available here for such an advance? 
A . — It is a qu(*stion of wnrehouses only nnd. I think, we have ample 
scope liere. 

Q , — Who should organize and develop that kind of business, should we 


A . — The Government may come forward to help, inspire, and guide the 
movement. Preference should be given moi-e to private organizations, for, 
I find that in other (s>iintries private organizations depend on their own 
resources, with the influence and hel]) given by Government. My synipatliies 
are in that direction though I do not want to lay any great stress on that 
point. 

Q . — What is the relation between the market rate and the liank rate 
in this Presidency? Is there not much disparity between them? 

.'I.—- 1 think with the progress of tlm<' the Imperial Bank rate has more 
and more an influence on the hazaar rate. That is what 1 feel, has iK^en 
the ease as time is pi-ogressing. The eontrol is not quite the same as 
that found in well-organiz(‘d eonntries where there is greater (*o-ordination. 

You thmefore say that thm-e is eonsiderahle disparity between these 
two rates? 

,4. — ] am not very familiar with that, hnt I think that tln^re is not great 
disparity between them. 

Q . — The point that 1 want to bring out is that the actual rate at wliieli 
an ordinary Imsinessnuin could get money is always much higher than tln^ 
Impeiial Bank rate. Can you tell me what is the reason for that? 

•1 — That is due to the fact that the money-lenders and those tln*ough 
whom the lending is effecited themselves borrow from the Imperial Hank 
usually at the hank rate or a little moie (say. I per cent) according to 
their usual iiraetiee and naturally therefore they have to charge something 
liigher. 

Q . — Do you not think that the absence of proper stock-brokers is one 
cause? 

.1. — Even if yon have hills, I think, the rate at which these bills are 
di.swnnted will be higher. 

Q , — Witli proper acceptance houses, as in England, do you not think that 
the conditions will not become better? 

-4. Even in Englatid there are differences, hut the difierenee here appears 
io me far greater. It all depends on the money conditions in the hazaar 
as distinguished from the central hank. 

Is it true to say that tliere are more facilities m this country f<'r 
external trade than for internal trade. 

A. — Yes, I think so. 

0. — What is it due to? 

‘ f ' Be<*ause in the external trade large masses ol goods come into ports 
so that A oil can oiganize effectively through some kind of agency whereas 
in the internal trade a large mass of small transactions i.s involved and 
Uoiu^ a great deal of organization at different plac^es is necessary, That, 
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to my iiiindJ^X|>iyillS very hugely the reason why you have greater iAcili- 
ties for external trade. Not only that. Those who want to huy our good® 
are a set of organised people and naturally they look after their interests 
very keenly. 

Q — yvhat are the ohstaeles in the wayr^ 

.1. — The ohstaele is that our vei-j’ economic organiaation is very luediieval 
in character with a large mass of i>eople whosi» standard of life is very 
low and whose saving is practically nil. 

Q - — Why should not the (‘o-operative societies and joinUstock hanks 
liecome more sevic'eahle and work more effieiently than they do to-day? 

-4 .-“Co-operative societies have very much more imjiortant work to do 
in giving more facilities for agriculturists and in raising their standard of 
living and increasing their economic |)rospcrity. They arv already stri\- 
ing towards that end, hnt I think, there is I'oom lor greatfu* impt'ovement 
and more rapid progress. 

Q.-~-Yoxi know that some co-operative hanks have taken to the discount- 
ing of liills and remittance of money. Do yon think it is a legitimate' liwf" 
of linsiness? 

4 — 1 think that it is lietter for co-operative s(K*ieties to slick to ilieir 
work of giving jirimaiw facilities to the agriculturists than venlnre* \rpon 
new* transactions which must rc'sult in risks. 


(?. — But, then, the agriculturists want facilities for remitting their 
money at a low rate'. Tliey also riKpiire facilities for gedting their lulls 

discounted. Esfiecially where there are no hran<hes of the Imperial Bank 

who will undertake it? 

A . — 1 do not think that <‘o-operaiive societies must do all that kind <if 
business. That kind of work roqniros very great care which the indigenous 
l>ankers and the Muilnnis might do clieaply. 

Q , — Are not co-operative central hanks competent to do general hanking 
u*ork and can they not l)e fuade competent to do it. especially where joint- 
stock hanks do not exist? 

.4. — Yes, they aiv, and their main w'ork lies in tlie direction of developing 
the eo-operative movement. I am not favouring it for this reason, that 
there is yet more direct work for them to do and the co-()])erat()r might say 

that this is also included as i)art of his work. 

Q — Will theie not he any risk, then? 

A . — As a matter of fact there may he risk it^ that. The co-n])erative 
primary hanks are on unlimited lial)ility basis. When trade hills arc under- 
taken by them they are not i)articular to see whether there is any risk 
involved therein, hut all the same there may he risks. 


Q . — Do you not think that there are properly trained men for appoint- 
ment in co-o])erative hanks? 

.4. —Yes. 1 should think so. The co-o])erative movement will gain consi- 
derably if people who are trained in hanking and economics are a|)point(‘<l 
in eo-operative hanks and institutions. 


Q . — Tliere are some optimists who think that the whole of hawkirig 
business could l)o managed on eo-operative linos, even exchange hu-siness. 
Do yon think that this is feasible? 

A . — They may he impregnable in that faith, h^t there are various kind« 
of hanks tiiat are required and there must he nnuu for other hanks alsf). 


Q. — Now*, may T know what plans you have for linking up the indigenous 
money-lenders and hankers with the central money inarket of the country? 

A , — 1 have not got very definite plans. The indigenous hankei must 
be |ooke<l UiX)n as a very iinpoi’tant person functioning in the fudian 
economic organization which is of a j)eculinr character. The attitude 
tow’ards the indigenous hanker should not Ije one of .suspicion hut he should 
be treated as a j>erson wdio has a definite place taking oui* economic oigani- 
zation as it is. 


Q , — Should he not he given help from Goveiuiment? If so. what kind 
of help? There is a proposal that the indigenous bankers might ho 
given facilities to get funds easily in lieu of some lesti ictions imposei on 


his busines.s? 

A.- Yes; for the simple reason that the ryot will 
better facilities. 


be hen(‘fitcd ii he has 
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Q. — S<nne people think that Government cash be utilised 

in iner<?asing the financial resources of land mortgage nanks. What is vonr 
opinion on thatP 

A . — Government ca.Hli balances are not very liigh. The general tax-payer 
will have to pay for it. 

— Are there not more impoi-tant reasons against it?' 

.4. — The main reason to mv mind is that cash balances are not very high. 
Why should the general tax-payer suffer for itP 

Q , — is there suffit ient facility for baiikiiig education in this Presidency 
to-da> y 

^ r /j — might l>e im])rove<l. 

Q . — Do yon tliink that the etonomist is ]>roperly utilized in ordering the 
i^|;(»'4uiancial affairs of the country:'' 

A. Yon mean as regards d{*velopnn*nt schemes and things of that kind. 

> Q . — Tn regard to hanking r<‘-organization ami financial dev(dopments in 

%i.j 4 — I tliinb as regaids tlu' d<‘velopnu'nt schemes the economist inight be 
uitiJized to a larger extent. 

Q .- — You are aware tbat in tin* Tnit(‘d States and in England economists 
play a vei-y important part in financial regulation and administration:-' 

A. — Yes. Hecans(* tln^ country i(‘qniies (or its impr 'Cfrement sneb sjrecial 


play a vei-y important part in financial regulation and adrrrinistration 

A . — Yes. Hecans(* tln^ country r (‘quires (or its impr-coernent sneb sjrecir 
knowledge. 

yVre Chdirnuni: Yon sugg(‘sted a little while ago tliat it is ntH-(*ssar.\ to 
raise the standard of living in tire villagers. How would you do it!-^ 

A . — It is a vei’\' big (|Uestion. It can h(‘ (]on<‘ as it has been done in olbt'r 
countries. 

(/r — How do you pi’opos(‘ to do ity 

Jt is Iry developing indust i-i(‘s and by applying sci(‘ne(* to agi ierdtrn-( 

Q . — 1 take it that the profits o( agr ic ulture must Ire increascHl :■' 


im-r(*ased. 


must gr-ow 


neutralized 


4. - T^uite so. Tb(‘ income of the agriculturist must iucr(*ased. 

y. — Tbat r‘esolv(‘s itself down to two ))oint.s; eitlnu’ In* must gr'OA\' more 
c 7 *ops or- Ih‘ must sell the existing eiojis at a higlnu- rate? 

*4. — Yes; and also any imjuovernent ought not to be neutralized by 
an inervase in jropulation . 

Q . — How is it |K)ssible to increase tlie yield of the land? 

' /I.— -I sliould think it is jrossihle; otherwise* tlie various recommendations 

THiirClo hy committees like the Iloyal Commission on Agriculture are of no 
value, e.g., the Agiieultu i-al departmmit is working various exireraurents. 

0. — What is the inci'eas(‘ in yield you erru (‘Xpect? 

4. — That depends on what the* ex]rerinieuts ;ire and how they would be 
applied. 


O.— Hav 

I . — I (.ji 


Have voii any idcai 


4.- — I (-arrnot obviously forcvsi^c* , tbat dejxmds upon d(‘velopmonts. 

O . — AJaterial increase? 

4. — Q\iite so, 

' Q. — How, materially? 

4. — ^That depends uik)|^ experiments actually being apirlied. It depends 
upon the future. 

O. — Is it possible to raise the standard of living*'' 

4. —Yes. 

Q . — By how much the incoure will Vx* incrcaisod? Have you any remote 
idoa.^ How much per cent? 

.1. — One cannot say that. 

Q . — 10 per cent or 15 per cent? 

4. — Yes;, it might be even more. Japan has raised the standard of 
living. Why not India? It should be raised. 

Q. — Can itP 

A. — Why? Can it not? 

Q.— ‘The other point hy which the ryot’s income could he increased is 
by raising the prices? 

4.— Yes. 


Japan has raised the standard of 
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V— U taleJ ^l b aj Bi i mg to itr' 

\ — 1 1 shou kr l>fe^xploi*e<i . 


Q . — Havr you exploml > 

.1, — To some extent, e,ji., pooU 
agricultural products. 


sliuuUl 


he erecUed. 


es|>eeiaUy tor 


(j>. — Whut sort ol produee:-^ 

A — It might he groundnut, jute, cotton, cdc. 
y.- Paddy r' 

.4. — For |>add> the markets are very near whereas the mark*‘ts loi’ t)thyi 
pioduets are ve?y distant ; wherc‘ the markets uie lar away, the surplus 
tliat is sold is vt*jy large*. Then* is greater scope* Tor pooling. 

Q — You think tliai pot)ls taking the prestuit state ol affairs would result 
ill clisposing ot tlie produce protilaldy 

4. — It depends upon so many laetors. 

(h— What is tin* n*sult of thc*se faitorsi" 

A. — The result is that he* may g<*i some im reasc. 

Q.—You (‘annot say definitely i" 

.1. — No; I cannot inohe into the future*. 


Q. — 'Faking the present stale ol alfaii s now the i n Im im*(l la i y takes aw a> 
a large sliare of the pioduce I-" 

A . — If the ryot is organized he can perform tlu* services of tlie inter- 
media ly liimseh and thus g(‘i some* |)roHts. 

(^) — Particularly in relation to huyers, tin* sellers ait* \t‘ry huge in 
numher. Is it noth' 

A. — 'Pin* l)uyers arc* \i‘r\ lew and the sc'lU'is are stattc'ied and very 
large in numliers. Tlu* intc'rmediary j>ays the* seller. The ultimate* huyeV 
is the consumer. By the system of pooling and heller organization on the 
side of the agriculturist )u* might gc‘t a hc‘t1er price. 

Q . — You suggest tlu* standard of living to he raisc'dl^ 

/i.— YC‘S. 


Q . — Is tliere any iiossihilitv of prodiu.ing hettc*r crops for a liigher 
standard of living:' 

A , — (Juitc possible in the ease* of cc*rtain ciiips. 

Q . — Revised marketing methods miglit Ih* possible* to get some hettet . 
jiric'esh^ 

d. — Yes; also bettor industrial devc'lopments and suhsidiai> occupatioitis. 
(j/.-^What is the subsidiary oc c upation ? 

A,— That is the difficulty. Inclustiial devcloiuueiits cm similar lines to 
Japan must take place. 

Mr. Miifliinli < lieif n/nt : Do you think that hoiuled warc'hoUM's could he? 
managed better by Doverumeui than hv private agc'iuMes 
A.— Yes. 

f,>. — Do you hoiK* that jirivatc ageiu ic‘s w ill he able to do ith' 

A. -They might. 

? . — Do you know something about the Chettiyars’ business in Madras r* 

. — i know something about that in the Presidency. 

Q . — Have you heard that Chettiyars are emigrating to oilier places, 
(kyylou^ Siam, Indo-China, Sumatra, Federated Malay States, etc.?' What 
are the cauiiiesf' 

A. — Perhaps -they get a bettei' rate of interest than in Madias. It 
may be due to that. Perhaps there are more organized rubber estates in 
Malaya and vast stretches of paddy fields in Burma. In those places there 
might be f>erhaps a lietter *.en.se of keeping borrowers up to flieir obliga- 
tions than perhaps here. 

tj. — Do the Chettiyar iMi.sinessmen here experience difficulty in realizing 
their outstandings? 

A. — There ought to he a simplification of all methods of legisfcration of 
documents, mortgage deeds, sale deeds and things of that kind, ft ought 
to be done much more scientifically. That would be. in the interest of the 
ryot and also in tlie interest of the general public. 
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Q . — Is it clue to the diificulties experienced in reoovseMi^^at 'l^e Ckettiyars 
are taking to other foreign countries away from Britiim India? 

/I. — Yes; delay in recovery. 1 was told that it was more simple in 
Malaya. 

Q . — Have you heard of 

.1, — J ha\o heard of the coiiditioiis of legistration in Malaya lieing siiujile, 
cleai and intelligible. If you have it here, the ryot will be benc^filed by 
his getting loans at a cheaper rate of interest. 

(^. — Do the Mnltanis finance the agriculturist in this (M>untry.^ 

A .’ — I ha\c not heard of it. 

(J . — 'Fhe co-ojKoative societies are exempted from income-tax and fegis- 
t rat ion fees? 

A. — 1'hat is tru(‘ ; on account (d the human value in tht‘ eo-operntive 
movement that is dom*. 

0.--ls ther<‘ an iiuuease in insolvemy proceedings? 

4 — ( think we hear of insolvency oftener. 

— What are the facilities that j>rotect them to declare themselves as 
insolvents ? 

A . — The trading conditioiis compel insolvency. The insolvent might be 
a good gentleman. Peoj)h‘ resoit to insolvency (ouits although there are 
private tajinours that th(\v fay by large sums. 

Q . — Who is in charge of the insolvency admin istration in this i*iesi 
deucy ? 

. I . — The High (.oiirt, ( supposes 

— Some indigenous hankers reciently failed. You could say tliat they 
nrc' due to their clients resorting to insolvency proceedings? 

,t. — It may he tliat or may Ix^ due to other causes. The fall in jirioes 
of various commodities has j)laced greater difficulties even in the way of 
the co-operative movement. Perhaps .that miglit also liave affected the 
indigenous liaiiker. When tlu^ merchant finds that the prices liave fallen 
down, the l)urden of his debt becomes greater. 1’he cheapest way out of 
it is the insolvency court. 

y. — It \'<)u extend this system of equitahie mortgages to the district 
towns or even tlirougJiout the Presidency, do you not think that tlic 
persons owning properties will be able to get loans on easier terms? 

.4. — L uin all for sim})lirication of the conditions relating to titles and 
registry of documents. 

(?,— W ould you extend this facility to all iilaces throughout the Madias 
Presidency? Now it only obtains in tlie City of Madras and in the other 
towns you must have a regular mortgage deed. 

,1. — 1 do not understand that system. 

• 

— In Madras if you have got u liouse you simply take the title deeds 
and take tliem to the money-lender who gives you the money and keeps 
them with him. Put in Chinglepiit you cannot do that. Would you lx* 
"in favouj- ot extending tliis facility throughout the Presidency? 

4. — Of course tliis is simpler ami I am all for simplification unless it 
is attended with other disadvantages. 

Mr, Thomfts: Would it not work hardship on the lx>rrowers? 

.4. — The title being simple and clear it is not likely to do so, 

Mr. Muthiah Chetti\fiir: Now summary proc’^eedings are taken only on 
loans on demand promissory notes. Suits are filed in the High Court and 
the-summary proceedings are allowed. But these are not allowed in the 
jnufassal. Would you extend these facilities to the wdiole of the Presidency? 

,4. — Tf it works undue hardship I am not for it. But if the ryots can 
take cale of themselves and are clear about their obligations then simplifi- 
cation of the kind you suggest is helpful. 

Mr. Qopala Menon: Do you know the reason why this simplification exists 
in Madras? 

;1, — I do not kuow^ 
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V- — Of (*uur«c* it facilitates trade. But in the mnlassal towns there i?< 
not so iiiueli of trade. UntWr the eircuinstnnms would yon Ik? for giving 
the same facilities to the luufassal towns v ^ 

A . — I would l>e for it if the lender has facilities and on that atsount 
<loe.s not cliarge a high rate of interest. 

Mr, Mnthiah (lutfiyui : If this fa(*ility is aft'oiiled to tlie luoiicv-leudors 
they can rerwer the money and give it to useful i)U8inessmen. In that case 
would you not favour the extension of this facility? 

;4.~^h, yes. 

Q . — You were just saying about the increase of income lor the rvvds 
and about the developments to l>e carried out. Take the case of the ilelta 
irrigation works and the Metttn* project and other things. By means of 
these do you not think tliat tlie income of the ryots c(mld Ik* increased? 

A. — Oh, yes. It is being increased. 

(The witness then withdrew.) 
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Oral evidence. 

Ihr ('hah'n\an : You are a merchant carrying on husiness in Madra.sr* 

.1. — 1 uni an inhaliitant of Guntur district. 1 am carrying on l)U.sincs.s 
I) Madras, Guntur and other places. 

Q . — Are you doing any banking or m(>n(*>'-lcn(ling liusiness!^ 

A. — 1 am not borrowing money from banks. But 1 um lending onmi 
loiiey. 

0. — On what secuiities do v<m generailv lend 

.1.— On promissory notes and sometimes on mortgages also. 

(J. — J want to know wJiat is Isdiind the promissory notes as security h" 

/i. — There is no sucli security, l)ut we generally lely on our coiilideiiee in 
the borro>5er. 

n — Wliat is youi* ordinary rate of interest!^ 

.1. — J lend generally at 9 per cent. 

(J . — Do you lend on hou.so property'" 

A . — Not on house jirojierty. Sometiruos zaniin villages are kept as secu- 
rity and 1 lend on that. 

Q . — Do you lend on jewellery tooP 

.4. — No, It is sometimes dangerous. 

). — Why do you regard it as dangerous P 

1. — There is always difficulty in getting them valued. There are various 
qualities of jewelleiy and there is always fluctuation in the market with 
regard to their priee. For the last few years the price of gold has la^ou 
going down and we regard that business as dangerous. 

Q , — Do you not think that you eau easily value the jewels and realize 
your outlay at any timeP 

A . — We can, but the price is not steady. Certain jewels which iiave 
been valued at Rs. 1,000 some six years back are now valued only at Rs. 400 
or lls. 500. 

Q . — What rate do you generally charge on jewels P 

.4. — I said that we do not lend on jewels. If ever we do, we charge 
9 per c*ent but that depends upon the necessity of the borrower and tight- 
ness pf money market. 


J .’ — How much do you charge on pro-notes P 
. — On pro-notes also we lend at 9 i>er cent, and that is for a fixed period. 
When the money is returned, and when there is no opportunity to invest 
it in business, we generally deposit 4t with the Nattukottai Chettis. Here 
we charge only 8 per cent. The deposit can be withdrawn at any time. 

f . — Do you carry on any trade Ijesides? 

. — Yes, paddy and timber from Burma. 
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Q . — Do yon flopend on your own cni>ital or do yon Hort'ow from any 
bankr 

A. — I do not l>ori'ow. I dei>eud on my own rupitjtl. 

Q . — Have you any aKeney in linriua lor purchasing the goods y 

A . — We ourselves puivhase them t'rom sotne European firms in Hurma. 
We send our own vessels once a year, buy them and return. I am the owner 
of some vessels also. i 

O. — What is the fiiin from wliich you huyy 

A . — Timber Iroin Mt'ssrs. T. D. Findley Co., Moulmein ivnd paddy from 
Akyab. 

Q . — When you buy paddy and timber fnun Jiurma. bow do you pay 
from here? 

4 — 4'hrougb the Imperial llauk. 

C.-i^^ls it by (Irait <u‘ by any other form? 

/I. “By treaty, ii the amoinit to lu' smit is )m‘1ow Bs. 10.000, tfiey charge 
two annas and it it is more than Us. 10,000 tlu'V charge one a»n\a. 

Q . — Do you ]>ay cash here? 

I — Yes, it\ the bank. 

if. — Do yon send any telegi'n]>lne transfer or deimsit cash in the bank^^ 

.1. Wi-t kei‘|) onr on n money and ]>ny it into the ImperiRl Batik at 
moment and they uire to tlunr bank in Btinna to pay there. 

(f.— Avv tlu‘ goods (b*li vi'icd to yon in Madras? 

.1. h it is paddy it i-. deliveied in Madras. Hnt liml>or is delivt*red 
to us in tln‘ (jJnntur district at Nizampatam. 

(f. — What do von tlien do? 

A. — N izafti[)atam is not an iinfioi tant place for sale. We <‘arrv Um timlxu’ 
from that placi' tbrougb tln‘ canal in difterenl platsvs in the district atid 
sell it. 

(f. — Have von am* de]K>ts tbo?‘e? 

A.— Yes. 

(f. — Do you sell personally? 

A . — Tbrougb onr own men. 

Q . — Tu retail? 

A .—Yes. 


(> ..._])() Yoii ^(41 p)Y cash or for credit? 

A . — Mostly for caisb but in rswlaiu c‘nses, where we know our rusiomors 
very we’l we will allow some time. 

(>. — How miieb time do you gcmernlly allow? 

.1 . — So far as timliei- is eoncerned, wc do not stdl on credit. In extreme 
cast‘s we allow ten days at the most, Smnetimes two vteoks also. 

(f . — How' long will it take for you to realize your entiie caj)ital? 

A , — It all depends on the steadiness of the market. Sometimes we re- 
cover in four months and sometimes in six. We generally send our vessels 
about 25tb September, They will be loaded in November and if tlie sea is 
all riglit the vessels will return in Deeeml>er. It will take about 20 days to 
unload the vessels and our regular sales wdll begin only from January. Tlienf*f* 
we will gradually realize our capital. This year there has been no sale of 
timber at all owing to the fall in the price of |>addy. 

Q . — You theiefore say that youi* sale of timber depends on the sale of 
paddy ? 

A. — On^ho crop of the paddy as well as in its priee. Tf tlieie is go<Ml 
yield in paddy, tlie timber will be sold soon. 

Q . — When you iui|>ort tiiul>er straight away the bulk of money in those 
deltas will be^ in the hands of ryots who would have borrowed from the 
merchants for cultivation expenses. Until the ryots harvest their crops, 
sell their paddy and repay the merchants, the merchants cannot buy the 
timljer. Is it not? ^ l • 

A . — Ordinary people who can afford, buy timl^r for 1 otherwise 
they will wait for some more time when money will he available. 
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Q. — You say that you cannot get money until the field is harvested and 
the paddy soldP 

A , — That applies to ordinary ryots only who depend upon their crop. 
But the big ryots and merchants will have dealings with other pwple in 
cash. They sometimes borrow from others or we ourselves sell our timber to 
them on credit charging some interest thereon. 

O.— What is the rate of your interest thcnP 

.4. — Tt also depends on the amount we give on credit. For big sums 
we charge at the rate of 9 i>er For sums from Rs. 400 to Rs. 500 

W'e charge 12 ))er cent. The amount is payable within two months. Very 
often they do not repay at the end of two months. They only repay piece- 
meal, say, Its. .50. Rs. KX) and so on. Jn such cases we charge interest 
according to circumstances. 

Q. — For how many times (1<» yon send your vessel to bring timber 
from Burma P 

A. — Only once. They bring 1,000 tons at a time. 

Q . — How do you engage your vessels during the rest of the time? 

A . — Generally from May to August they will not l)e used at all. They 
will he anchored in Ceylon. That is their resting place. They will 
repaired in the meanwhile and they will sail after 25th September. Either 
rlihey will go to Moulmein or Akyab. 1 have got passenger vessels also 
and they sail to both of these places. 1 also earn something by W'ay of 
freight. 

Q. — How" many ships have you gt't altogether? 

.4. — Five sailing ships. 

Q . — Are they doing iiotliing excejit going to Burma once a year? 

A . — TTp to the last year tliey were doing three trips. This year tlie 
fi'eights liave fallen far short of expectations owing to heavy rains in 
southern India. We liave been losers for this year. By way of income- 
tax, by way of re]>airs and various other incidental cliarges, onr business 
in that direction has not lieen profitable. Besides onr vessels are not 
insured. 

Wh y not you insure them? 

" Ar — From the very heginiiiiig we have not lieon insuring them and 

further we have not been accustomed to insurance. 

Q . — Is tlnue any other reason besides custom? 

4 — Our ships are generally engaged in coasting ti'ode and we did not 
think it so necessary to insure them. 

Q, — Do you deal in anything other than paddy and timber? 

.4. — Nothing else, 

Q . — Do you not get eoal from Bengal? 

A,— No.‘ 

Q . — Ts the ])addy you get in Madras sold for cash? 

A . — in Madras there is no such possibility unless wo deduct at 8 annas 
per bag. 

Q . — On what terms do you sell paddy? 

A . — For one month’s credit. Tlie buyers ])ay within a month or a 
month and a lialf, ac‘cording to the money market. If tlie market is steady 
they will pay within a month. We also sometimes lose when onr hnyers 
hts^ome bankrupts. 

Q. — Do they hull the ])addy into rice and then soil it? 

A . — Tf it is for local consumption, we do so. 

Q , — Do you get bills from the ineix4iants? 

.4,— Nothing of the sort. Our buyers are only ordinary T^eople. In 
extraordinaiy cases we get proinissory’^ notes. 

Q . — Have you any means of getting credit from the bank for the stock 
that remains unsold? 

A , — My principle is never to boriw. I carry on trade within my means. 

Q . — Tf the stock remains unsold, then do not you think so much 

capital is tied up unnecessarily? 

A. — Yes. 



20t 


Q , — How ihen can you deal in fresh timber business until yo\i have Hold 
your stock of paddy? 

— 1 Jo not aee any use in going for fi'esh timber when 1 liave net 
sufficient money in hand. 

Q , — Do you tlierefore say that \ou will l>e keeping quiet until you get 
money from the sale of your paddy? 

A. — As regards timber I buy what I could from the liquid cash in my 
hand. For paddy T have ali-eady large stocks and last year 1 have last 
about Rs. JO, 000. The prices do not suit in Madras. 

Mr. Muninwami XaUtu: Do you know the needs of the village |>eople? 
Can you tell me how the villagers get their money? 

A. — Generally from money-lenders, from sowcai-s in the villages aT\d 
from some big ryots. 

Q . — Who are the general money-lenders? To uhat <'aste do they belong? 

A . — They l>olong to Vaisya caste. There are also ptMU>le like ns who 
lend money. Thest^ are the two sorts of pet>j>]e who de/il in the money- 
lending business in the Guntur district. 

Q . — Do the general money-lenders lend on mortgages? 

A . — Some on mortgages and some on promissory notes. 

Q . — You say that you generally charge 9 per <*<'ut on the moneys you 
lend. Can you say wliat the other money-lenders charge generally? 

.4.— Others charg<» 12 per (vnt. The ordinary petty inoney-leiidors 
(Vaisyas) charge something more. Marwaris are also nowadays lending 
in Chirala. Tenali an<l other place's in the Gniitnr distriet. Their rat^^s are 
still higher. They charge Re. 1, Rs. 1-^-0 and so on. They charge for dnyn 
also. 

Q . — People who are borrowing from the villages, are they able to repay 
the loans in time? 

-i . — If the crops give good yield and if the ]>riees of paddy grow high, 
they will pay in time. 

Q. — You have got delta and uon-d(dtji nrens? 

.4 . — Both . 

Q . — Tn the delta areas are the people able to repay the de))ts? 

4. — Under the above conditions they will repay, 

Q . — ff there is no rain? 

.1. — If there is no rain, tht‘ dry areas are better than d<»lta areas, 

Q . — Tn dry areas what is the main crop? 

.4. — (4iillies. tobacco, groundnuts, horsegrain, redgram and coriander. 

Q . — 1 want to know whether the tendency lias l»ecu tor people to allow 
their lands to l>e sold to repay their debts? 

.1. — Lands are sold to clear off their debts wVien they find that they ar© 
not al>le to repay their debts. 

Q . — Have von purchased anv lands like that? 

.4.— No. 

Q . — Are people who are cultivators losing tlieir lands and are laiidg 
passing to people who are not cultivators? 

A. — Yes; to some extent. 

Q — 'Who are the persons who generally purcliase the londs? 

*4.' — Those j>ersons who liave money. 

Q. — A re th ey e u 1 1 i v ato rs ? 

A . — Cultivators as well as non-culth’ators buy. 

Q . — Who financ-es them for raising tobacco, chillies and other things? 

A . — They Iwrrow fr rn us as well as from Vaisyas. 

O. — Are co-oi>erative societies now working in your district? 

A. — V'es. 

if . — there one in your village? Ts it supplying sufficient capital for 
the village? 

A. — There is not sufficient capital. If there are co-operative societiee 
in the villages, the ryots will he tree from all debts, 
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Q , — Do yon think that by the dovolopment of co-operative societies the 
ryots will l>e benefited? 

A . — ^The cooperative societies also charge heavily more than what we 
charge sometimes. 

(J).— ‘What is the co-operative society's rate? 

A. — 9j per cent; we puj^ at the rate of 9 per cent. 

Q . — Are yon lending at 9 per cent? Are other people lending at 9 
per cent? 

A. — There are Home Marwaris who oven lend at 12 per cent and 18 per 
cent. 

Q . — I am asking about the village money-lenders, Kammas and V^aisyas. 
Are they lending at 9 per rent? 

A. — Not everybody. I know some villages where they nr^ giving at 
D per cent. 

-Has the village money-lenders got sufficient money? 

1. — No. That k why they go to towns to borrow money. 

0. — What is the remedy? 

A . — By the development of more co-operative societies. 

Q. — Supposing co-o])erative so<*ieties are introduced, will money-lenders 
work against them? 

A. — If it is more than 9 per cent, these people may go to sowcars. 

Q. — Is there any need for long-term lending for marriage expenses, 
clearing old debts on mortgage of land to he repaid in 10 or ]5 years? 

A, — Private |>eople do not lend for long terms. 

Q. — Do you think that if co-operative societies aie started and if they 
lend money for 15 years taking security of land, the villagers will ho 
benefited ? 

A.— Yes, 

Q . — Do you think sucli land inoitgago banks will wo?k in vour district? 

A.— Yes. 

if Q‘ — think there will be people wlio would ho willing to invest in 
A land mortgage banks and debentures with 0 |)er cent as return? 

A. — Some may be willing. 

Q . — Now with regard to tobacco it is largely grown in your distidct. 
Are there g-rmd facilities lor marketing? 

4 — Yes. They are able to effect marketing in Chirala where the South 
Indian Tobacco Clompany has a factory. 

-Are the villagers able to get good prices? 

1. — They are getting good prices. 

Q . — Who is tlie ultimate purchaser of tlie tol)accoP 

A. — Most probably l)ig firms in South India. 

y. — Between the purchaser and the actual cultivator is there any dalal 
or commission agent? 

.4. — There are commission agents in Chirala. 

-Are they townsmen ? 

L — Villagemen. 

0.— Who is it that purchases it from them? 

A. — The European firms and their agents. They are giving seed.s also. 
The South Indian Tobacco people are lending to the ryots. They purchase 
even crops as they are growing in the field. 

Q . — Who are the agents or the c*emnussion agents? 

A. — Only ordinary people. 

-Do they lend money to the cultivators? 

No. 

Q — What is the profit they make? 

A. — Eight annas for a bale because they do not speak with thase people. 

Q . — Do the village money-lenders or the richnien of the village advance 
money to the i>erson who raises tobacco on the understanding that tobacco 
should l>e supplied to them? 

A. — Not nowadays. 



m 


Q,—Do you think that the co-operative societies could puidiaso tobacw 
and sell at good advantage*' Will it do goody 

.1, — Xo doubt, it will do good. 

Q . — Will such s(K*ieties work? 

A . — I think they will. 

Q . — There will l>e no hostility tor thein’r 

.4. — 1 do not think there will be hostility. 

Q . — Are there any such .sixieties in your district ior purchasing pnxUuo 
on l>ehalf of co-operative stx'ieties? 

.4. — There are none. 

Q. — You said that tliere are a number of money -lenders both Kummai 
and Vaisyu.s and that tliey have sufficient money to lend to the ryots. 
Do you think that anytliing could Ik‘ done to linaiicc tin in to a larger 
extent y Woukl they be willing to Ixirrow from the Imperial Jiank or tho 
Indian Baiiky 

.1. — 1 do not think that they will like that. 

Q. — Would they like to have more transactions with hanks so that Ihoy 
might have more dealings? 

.1. — \"ais>a.s will lK)rro\v ))ut the Ivammas will not horrow, 

Q . — Supposing they are given facilities for getting money at a ciieaper 
rate of interest. In return for that advantage they should get themselves 
registered and allow their accounts to he audited. Would thev agree to it? 

A.— No. 

Q . — Are peo[)le willing to lend money on security for the purpose of 
securing some interest? 

.1. — Some will give on security. 

(jh~~Are tlicre any dilficulties with regard to titles of land? 

.1 . — N 0 rl i tfic u 1 1 ies . 

0, — Is there a largo numher of ia.solvency cases? 

a. — Not as in Madru.s. Peojile dealing in towns will ordinarilv resort ^ 
to insolvency. In the villages they will not resort to insolvency, in oidem 
days there ivas no sale court. ‘ 

Mr. (U)poUi M(fiofi: You are a landlord? 

.1.— Yes 

Q . — You are a mouev-leiuler and a trader? 

A.— Yes. 

Q . — You often lend money? 

A . — Sometimes t lend when I am not in need of money. 

Q , — Have you set apart a certain amount for eacli purpose? For trade 
so much, lor inoney-leiiding so much and lor cultivation so much? 

A. — If people return the loan, 1 give that money to citliei's in case 1 
find no use fi>r that money. 

Q. — During the dull season wlieii trade is slack do you keep your .surplun 
cash or send it to the hank ? 

A . — It will he lying idle. I never used to send it to lionk.s. 1 put it 
only in Nattukottai Chetti hu.sine.s.s houses. As a businessman 1 may ixHjuiro 
money at any time. From the cultivators of tho land iiionej* could not 
Ix) had at any time. 

Q. — Have you got any current ucrount in any bank? 

A , — Only in the Indian Bank. 

Q . — \"ou are not in die habit of keeping .surplus money in the hank. 
You send it always to Nattukottai Chetti banks or the Indian Bank? 

A. — Not to the Indian Bank always. 

Q . — You come from the district of Guntur. Do the money-lenderM there 
generally keep the surplus money with ihem or do they hank it? 

A. — Whenever the>' have got .surplus money they only keep it iu their 
chest or give it to N’attukottai Chetti businessmen. 
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Q . — SuppcMie all this is everydav hanked do you not think that it will 
1 k) ubeiui tor tlie purpose oi trade and tor tlie coiiiin unity a whole? 
Will not that Ikj useful to other people? 

A. — You cuniiot send it to hank l>ec‘ause hanks are fur away. The banks 
are 22 miles away from my house and they give only 2 i>er f*cnt on current 
account. 

-When you keep it in tho house you do not get even that 2 i>er c^ent? 
-It is very difficult to take it to bank. 

Q. — There) ore you think that it is due to the want of banking facilities 
that people are not having accounts with the hank? Now if in rural areas 
you have got facilities for hanking, tlo yon think that they will bank their 
juoiiey ? 

.1* — Wliat is the use? They will not pay more than 2 i>er cent. 

Q — What f want to know is whether the hoarding hahit is due to lack 
of facilities lor hanking? Some people at least will send their money 
to the hank if there is a hank in the J(X-ality? 

A . — In tho hcginiiing there may he difficulties. 

(^. — The Imperial Bank is paying 2 per cent on current accounts? 

But other hanks are paying 2i per cent and .‘1 per cent. 

Q . — 1 understand that the Andhra Bank is paying 4 per cent on current 
accounts. Supposing there is hanking facility, do you not think tliat people 
will hank their money? 

A.— Some may bank their money. 

Q . — In that way you tliink that hoarding hal)it can he minimised? 

.4. — Might he. 

Q . — In tile rural iireas how is the major poidion of the loan require- 
ments met? Do people lend money on securities? 

A, — Not on securities. Oftoir they give even on o/al words of promise. 

Do they not lend money on jewels? 

-Little ol that sort. Sowcars and ^larwaris lend on jewels and on 
pro-notes also. They give on mortgages also. Other professional monoy- 
ienders give also on properties. Tlie main portion of the loan require- 
ments ill the rural areas is met either hy pledging jewels or hy taking money 
on pro-ifote <fr hy mortgaging landed property oi’ house property. Esi)e- 
cially in Guntur district jicople are giving money with confidence on pro- 
notes alone. 

Q. — Do you not think that several people are lending money on jewellei’y? 

A. — Some do. 

Q . — What is the tendency in Guntur di.stiict and other }daces as far a.s 
you know' for investment in jewellery? Is it on the increase? Du you 
not think it a secret way of raising money? 

A. — Might lie. 

Q , — 111 other cases they will iiave to go to the office of the Registrar and 
get it registered. Suppose a lady wants Rs. KX)^ docs she pledge jewels 
and get money? 

A. — There ladies will not go and borrow'. 

Q . — Wliat is your experience in other parts? Do you think your district 
IS superior when coniparcxl with other districts like Godavari and Kistna. 

A.- — There the mortgages will be less. 

Q ‘ — I understand that even the hanks are iiow' advancing theif loans on 
the security of gold, Is it being done hy the Imperial Bank in tho Northern 
Ci real’s? 

A. — I have not heard of it. 

Q * — What is the rate of interest in such cases, on mortgages as well as 
on pro-notes ? 

A. — 9 to 12 per cent. But the Marw'aris are, charging more. 

0, — On account of the competition that exists in the matter of banking 
facilities, have the Marwaris had to reduce their rate of interest in recent 
years P 

A, — If other banks develop they automatically reduce their rate. 
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Q. — Sow for instance tliero is the <sM>jK(rativo society. Has tliat any 
effect on the rate of iiiterewt ciiargecl by the Marwariy 

A . — If you ijnpi-ov© the eo-operativo societies, the MarwarLs mubt reduce 
their rate» theiuselveei. 

Q . — Now the eo-oi>erative societies ajx> lending at the rate of J) {>er cent. 
J>o you think that on account of that the lending rate of the indigenous 
bankei*s has gone down? 

.1.— Yes. 

Q . — So there is a reiluction in the rates chargeil by the indigenous 
bankei's? 

A. — Yes. 

Q . — You said that the paddy l>usine.ss is ratlicr on the decline as compared 
with the previous years, ('an you assign any reasons why the pritH) of 
paddy lias gone down ? 

A. — The year iH^foi-e the last the price of paddy was Its. 8 or Ks. 8-4-0, 
But lust year the pric'e fell by He. 1 and lliis year it lias further fallen by 
Its. 2 and the prnv now is Its. 5 and tints the price has lallen by Its. 0. 

Q . — Is it flue to better ( rops? 

.1. — It is due to gcH>d rains in tlie southern purls. There were no luins 
at all in the northern parts hut on account of the water in the Kistnu wo 
had a good yield. 

Q . — I want to know whether it is <lue to goml rains in the southern parts 
and not in your parts? 

.4. — Our parts got good yield because both th(‘ Kistna and the GfaUnari 
rivers gave a goinl snpjily til water. 

y. — Do you import paddy from the southcjn |>aits to the Northern 
C ileal's? 

.1.-— That is never the case. 

(>. — Then why has the price of paddy in tlu‘ (ioilavari district gone down? 

.1.^ — It is liecuuse there is no export from there. Generally paddy goes 
from tile north to the south. 

Q. — What I want to know is whether it is due to the heavy import from 
outside? 

.4. — Generally broken rice used to he imported in large Cjuantities by 
the southern parts from Burma. But this year even an eighth part of 
what was being imported has not been received. 

Q, — You are not iiin>orting from Burma? 

1.— No. 

Q . — Is there a decline in the iirice in Burma? 

A.— Yes. 

Q . — ^Do you know the reason why the price of paddy in Burma has 
gone down? 

A , — It is due to the fact that there is less exi>ort. 

Q. — ^What is it due to? 

A. — I have already explained the reason to you. There wore good rain.s 
in the southern parts and the west coast and so less quantity was imported 
from Burma. 

Q , — But is not plenty of Burma paddy still coming? 

A. — Not this year. The accounts that you may liave may l>c those for the 
export bef<^e September last. 

Q , — Have you heard of big paddy niei chants iu Burma coming to grief 
on accHiunt of failures? 

A , — There may be some cases of the kind. 

Q. — ;Do you know that they have been cornering their paddy every year 
and this year owing to the fall in the j^rice of paddy in Burma they have 
been faced with failure and as a result of that the price of ])addy in 
India has also cori'espondingly gone down ? 

A, — Yes. For my stocking here 7,0CK) bags I am a loser by Its. 30,000. 
In the same way the people who have stocked thousands of bags would be 
losers certainly to a great extent. 



you find tt side for tbo titnl>er tliat you iiiijiori from Moulmein 
tlirougliout^hc year or ih there only u demand during some seasons? 

A, — There will l>e a demand throughout the year. The vesisci will be here 
by the fii'st week of Deceml)er. 

<^. — Do you find that the demand for timl>er is greater immediately 
after the hai'vest.'^ 

— They have need for timber for building houses in February, March, 
April and May l>efore the rains. In some other parts of the year also tliey 
build houses. 

Q . — When you elfeet .sales of timber to the interior parts of the eouuto’ 
liow do you recover the money? Is it an open loan or do you draw hundis 
on them ? 

A. — We get money from the retail shops. 

Q. — You do not draw any hundis? 

A. — No. if anybody wants some time we generally take a pro-note 
and the money is given by liim by the time agreed upon. 

Q . — Have you experience of hundl business in tlic Coral Merchant Street? 

A . — 1 am not doing it. 

Q . — Have you any experience? 

A. — Y’^es. 

Q. — Do you get hunclis regularly from up-country on the Coral Merchant 
Street bankers.^ 

A.— Yes. 

— Is there greater scope for drawing hundis I(X‘aIly, from the southern 
parts or from the Circurs? 

A. — There arc two or three hundi iiicrchants also here who are Brahmins. 
From Malabar and other places and even from Ceylon they get hundis. 

Q . — Arc they all cashed in the city or do they get money in the other 
places ? 

A, — They are cashed here. 

O. — They are not negotiated like cheques? 

A.— No. 

Q. — Suppo.se tJiey ai-e allowed to be negotiated. Do you think that then 
there will be greater scoj)e for transaction in hundis? 

A. — Y^'es. 


(The witness then withdrew.) 
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Oral evidenoa. 

The ('hdirnian : Mr. Waljoo Kanjt>c, you aro rarryinp; on husinos^; in 
Madras as a hankor? 

.4. — Wo aro bankors, piocM* rimmIs inorchants and oottou niorohants aliiV). 
But now wo find tho bus iu ess in |»ioce goods somewhat hard and so we 
invest our money in l)anking. 

Q. — .\m 1 to undoi stand that you are investing your money in one or 
the other of the above businesses as need arises aerording to tim condition 
of the markets 

.4.— Yes, 

(^. — I take it your banking business is entirely done on sliort-term loans? 

A. — No. We divide our capital and invest some portion in hanking, 
some portion on mortgage and some portion on piece goinls and cotton busi- 
ness. 

Q . — Have yf)u got also a c*ertain amount which can be used for one or 
the other of the above? 

A . — Yes. 

Q . — Tn regard to the ))nnking business bow is your cajiital cluefiy 
utilized ? 

.4, — We deposit with the Nattukottai merchants in tiieir current accounts. 
Half the banking amount will l>e in the current account. The advantage 
of it is that whenever we ref|uire money, we can draw from th<»M^ merchants. 
Tf they have no money to pay at once they will refpiire a day within which 
to pay and the next day they will give the amount r(H|uir(Hl. But the money 
given on pro-notes oi- mortgages cannot Ik* so got whenever we rt^quire. 
This current account amount on the other hand can Ik* considered as cash on 
hand. That is the same as current ncf‘ount in the banks. Whereas in the 
hank wo get only 2 i^er cent here we get more. 

Q . — The surplus cash you keep in your own safe? 

.4. — Tf the demand is slack we have to keep the surplus in our own hands 
sometimes. 

Q. — Is thei*e a fairly good nuniWr of iiierchanis to k€*ep current a(*<*ountv 
with you? 

.4, — There are very many Marw'ari and Nagarattar merchants. 

Q . — On what seiuirity do you lend to them? 

.4. — For the current account we have no «e<*nrity from them. 

Q . — Do you advance a good deal of money on the hundis? 

.4. — In regard to that in the City of Madras, there are three classe*» 
of merchants and the two first classes do not like the hundis. It is only the 
third-class merchants who like the hundis and s/> the parties may not be 
very satisfactory if we resort to hundis. 



J , — ^Y<ki do not hare much business in the way of discounting hundisP 
.—No. But in case we require any money then we discount any bills. 
But generally to rotate our business we do not have to discount hundis like 
the shroffs and the Multani merchants. 

— Do you import the piece goods yourself P 
-Mainly we get the mill goods only. 

?. — You buy from the mills 

L — Yes. We get our requirements from the Madras United Mills. 

Q. — Do you buy as a merchant or as a commission agent? 

A , — Only as a merchant. We make contracts with them. There are the 
Sholnpur Mills as also the Bombay Mills with whom we have transaction.s. 

Q . — Do you sell to retail merchants? 

A, — We sell to retail merchants as well as to wholesale merchants and 
even to the merchants in the mufassal. 

Q . — How is that business carried on ? 

A. — Generally we give a month’s credit, ))ut if any merchant pays on 
the spot he is given a rebate of 1 per cent. 

Q . — It is a very good discount, is it not? 

A. — Yes. Even then no merchant will pay cash and if we try to sell 
goods only for paytneiit of cash immediately, there may not he much sale. 

Q , — You pay on the same terms to tlie mills who snj)ply you? 

A , — We i)ay cash. In mills payment lias to he made against deiiveiy. 

Q. — Yoxi do that with vonr own capital? 

A.— Yes. 

Q . — And recover it within a month of the sale and you are selling it the 
whole time, I suppose? 

A. — The thing is this. With the Madras mills we make a contract for 
the number of hales that we may require and whenever we require any goods 
we pay <‘ash and take delivery. 

— Do vou onlv take delivery when there is a prospect of selling? 

1.— Yes. 

Q — Then vou sell on a month’s credit? 

A.— Yes. 

Q , — Do you draw bills on the buyers from you? 

A . — There is no such system l>ecause even after the expiry of the montli 
they are not able to pay the money generally and so we have to wait for even 
tw’o or three months in the case of mercliants from outside and they are 
mainly very big merchants and for the delay they allow" an interest of 
1 per cent. 


O . — In the meantime you have got to wait for the money? 

A, — Yes. If we hurry them and say that they should pay w"ithin the 
month they would gt*t angry and may not come to us again for busines.s. 
We have therefore for the sake of continuity of business to give that facility 
to them in return for which they pay interest at 1 per cent. Generally it 
is 1 per cent hut sometimes merchants give 12 annas and 14 annas. 


Q . — You cannot draw' a hill on them and discount it and get money at 
once from anybody else? 

A , — I do not think that there is that system in Madras. But in the 
c^se of the office ])eople I think they take ])ro-notes and hundis and they 
give a certain time after the arrival of the goods to their place. 

Mr. Thomas: What do you mean by ‘office’? 

A , — European firms, 

Q . — Indenting firms ? 

A Yes. 


Mr. GopaJa Menon: You know all alx)iit the 
Street P 
A.— Yes. 


hanking business in Mint 


Q . — T wish to know who are generally the dealers in money there? 
A. — ^Tho Multanis and the Marwaria, 



Q , — Is there etly distinction made between bankers and money-lenders? 
Some of theee Multan is and the Marwaris call theinselv^ as bankei's aud 
others call theriiselves as bankers and money-lenders. 1 wish to know the 
difference between the two? 

^ — Banker means a pei-sqn who runs a bank and the money-lender is 
one who lends money only, 

Q . — I wjis told that there are five Mnltanis or Marwaris who were only 
bankers^ and that they w’ere attending to hanking business only and had no 
trading business. Is that true? 

A. — As far as 1 know they have some trading also and whnt is there to 
prevent them from taking to trade if they can get profit thereby at times? 

Q. — Do you mean to say that they advance money on goods? 

A. — It does not stop them from taking to trade. 

Q . — Generally is that the case with them? 

A. — They are primarily bankei's and I do not think that they trade. 
They give money on i in movable securities. 

Q — Have you any experience in the past and do you know of casein 
in which bankers who had taken to trading business in yarn and oief^e go<u1s 
got into st^rious trouble and their busiiuvis came to a standstill? 

A . — They failed l>ecanse they were not able to dispose of the goods that 
they had with them and henc*e they failed. 

Q . — Do you find many of them doing both n batiking and a trading busk 
ness ? 

A. — N"ot generally. Their main business is banking. 

-fs it yonr vi(*w that a banker should not trade? 

.4. -If the banker finds it suitable to trade profitably he ran certainly 
take to trade in addition to banking. 

Q . — As a rule is it good for the country or for the man that a banker 
should alwavs remain a banker? 

A —Yes. 

Q , — You are both a monev-lender and a trader? 

A.— Yes, 

Q . — Have you kept your capital distinctly earmarked for each? 

A. — No. Tf the trading husiiiess is brisk and requires more inmiey, then 
we draw from the banking business and if the business in trade is slack, 
that surjilus money will go to banking. 

Q . — Do you not think that there is enough room for hanking business 
alone ? 

A. — There is a good field for banking. 

Q — From your banking department do you advance money to your 
trading department? 

.4. — Tf a merchant purchases from me some bales, T get a pro-note from 
him and he has to pay the amount due on the pro-note within a month « 

Q , — Do you hand over the pro-not<* to yonr banking department? 

A. — We are not called bankers or anything of the kind. But we are 
doing lending business. 

Q . — Are the trade bills handled in your trading department or in the 
banking department? 

A. — We have no separate department either for trade or for banking 
business. We are three brothers and we all do one and the same thing 
and the ho<>kR are all one and the hooks are not separate for the two. 

Q . — Do you not think that it is far better to know what profits you can 
make in the trading department and what profits you can make in the 
banking department of yours if you kept the respective accounts separate? 

A. — ^Even now we can c^ake out easily what we are able to make under 
eac5h head. 

Q . — ^But that can be done only after going through the details. Tf the 
separate acoounts w^ere kept would it not make it simpler and easier? Do 
you not think that it is a much more systematic method of doing it? 

A. — Tf the business were big that may he necessary. But because our 
business is not so big there is no necessity and even os it is we can easily find 
out what profit we are able to get under each heading. 
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— ^Do you not think that it is far better and far more busineeslike 
to make each department responsible for the x^rofit and loss of that depart-^ 
ment ? 

A. — It will 1)0 so in the case of big concerns who cannot otherwise know 
what profit they are earning under each of the various heads of their busi- 
ness. 

0. — 7’here are a number of small money-lenders in Bowcarpet who are 
lending out to small clerks and others sums not exceeding Rs. 100. AiVliat 
is the usual late of interest that they are able to make on the money lent 
out by thernP 

A. — The Marwaris give loans on the pledge of clothes, vessels, and other 
things, including even old shoes and they will charge an interest of about 
2 per cent per month. Generally it would not be more than 24 per cent. 

Q. — Have you ever heard of the practice of these small money-lenders who 
get a pro-note for Rs. 100 and pay only Rs. 60 and keep the remaining 
R^. 40 towards the interest? 

A . — There are T hear some such cases but these are rare. Such people 
do not thrive at all but on the other hand they are ruined. 

Q. — So, there are small transactions of that kind? 

A. — Yes. Tn my neigh lK)urhood there are some people who are doing 
discounting business. What they do is to take a pro-note for Rs. 100 but 
give only Rs. 60 or R,s. 75. But such men are not thriving at all. They 
ruin themselves after some time. 

Q — When they do not get their monthly instalments do they charge 
any extra interest? 

A . — If they charge extra interest who is to pay the amount. They 
necessarily go to a court of law and there it will be decreed that one rui)ee 
or two should be ])aid every month for the discharge of the debt. 

Q , — Are there many such people? 

A. — Bef{)re there were many but now they are on the decline. 

(}. — Is it because they are not able to get hack their money which hiis 
been lent out that they are on the decline? 

A. — Yes, But these Marwari money-lenders who give loans on the secu- 
rity of clothes and other things have decreased. 

Q — Do they lend on house property security? 

A. — Yes. They lend also on goods, vessels and clothes, not to speak of 
any other thing that may he taken to them. 

Q . — What rate of interest do they charge on such transactions? 

A . — About 24 per cent. They are in the Madras City, in Rayapuram, 
Choolai and the suburbs ; altogether there are about 3,000 Marwari shops. 

Q . — What will be their average income? 

A. — Some people who began as small peoi)le are now worth Rs. 10 lakhs. 
There are one or two such in Mylapore. 

Q. — Do you mean to say that they started on a small scale and then 
their business improved and on acwunt of that they have now got Rs. ]0 
lakhs? 

A.— Yes. 

Q . — What about the capital of the small Marwaris? 

A. — They will have about Rs. 5,000 to Rs. 10,000. 

(?.— Have they even now got such small shops in places like Triplicane, 
Piirasawalkam and Choolai? In those shops are they still lending at exhor- 
bitant rates ? 

A . — The three thousand shops that I mentioned include the shops in 
all the |>laces you mentioned. 

the man who has made a big capital still got the small shop 
by which ho first started? 

A. — Such men would not give small sums as loans but on the other hand 
their dealings will be in thousandvS of rupees. But I do not know whether 
these people have got their branches which are nm by agents for them. 
To my knowledge they have no paid agents bpt they themaelveg niP 
business, 
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— So the big men have giv^i up their small sho|>s to their agentvS who 
work them for their own sakei^ 

.1. — Yes. If any of these small shops do not have enough capital to 
lend and are in ne^ of money then they go to Sowcarpet and take with them 
the articles on which they want to give the money and ktn^p them with the 
bankers and get the required money. 

— At w hat rate of interest do they borrow’ money in Bow carpet h* 

A. — 9 jier cent. 

Q . — What is the rate at which tliey lend? 

A. — 24 per cent. 

— What is the kind of security they take? 

A . — Jf the amount is very big gold ornaments will he required as secairity. 
But for small amounts even vessels w’ould do. 

Q . — Besides lending money what other classes of business do the Mar- 
waris take themselves to in the city? 

A . — They are sundry merchants also. For instance in Covindappa 
Naick Street some oi' them are spic‘t> merchants. 

Q , — Have these spice mei'chants got branches in the up-country P 

A. — Th€\v have in Bombay and Bezw’uda. 

(J . — They utilize those branches for puixhasing the goods ami desjia tell- 
ing t<‘ the Madras city, I suppose? 

.4. — Generally tliese spices come to the Madras market from Singapore. 

Q , — ]><) you know how the3' linance their trade? 

4. — Thc*ir agent addresses them through the hank and they ha\e to 
pay the l)ill in the bank and take delivery of tlie goods. 

Q . — Suiipose they buy the goods in Bezwuda and liave to bring them 
to Madras. J4ow will they transmit the money lor jiayinent ot the goods? 

4. — By means of hundis. 

(J . — Js it drawn on the merchants to whom the goods aie simt? 

4, — ^It is drawn on the humors. 

Q . — In lavoui of whom is it drawn? 

4. — J1 he gives a Bombay liundi it will l>e drawn in favour of tlio Bombay 
branch or the Bombay adatkua. 

Q . — But w'hen the gocnls are sent to the Madra.s merchant it is drawn 
oil him, is it not? 

4. — Sujiposo J make a purchase in Bezwada. I will give a hundi on 
the Bombay braiuh. 

Q. — With whom does the Bezwada merchant discount? 

4. — If he has got any connexion wdth Bombay ami if he wants to remit 
money to Bombay he will forward the hundi to his addthwi. 

Q . — 1 want to know’ whether such hundis are put through Madras or 
through Bombay ? 

4. — It depends on wliere the buyers want to give. If the seller in Bez- 
wada wuints he will sell either the Bombay hundi or the Madrirs hundi in 
the market. 

So, ill Bezwada itself he can raise the money? 

4.— Yes. 

Q . — What is the discount? 

4. -It will he about one anna or one and a half annas ordinarily. In 
the busy season it may lie a little higher and in the slack season it may 
bo a little lower. 

Q,- — So the bulk of the financing is done in the way of drawing hundis 
either on Bombay or ou Madras? 

A . — Yes. 

O. Do you think that sort of hundi business is very much resorted to 
in tile ordinary trade P 

4, — Always for remittances hundis arc resorted to. 

Q -How are they done? 

4. — By means of dharsan hundis. 
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(j — What are the ether classes of hundis? 

J..--Thoy are hundis payable 3, 5 or 8 days aftor sight. It depetids 
upon the asarni. 

Q . — You have got only two kinds of hundis — dharsan and usance? 

A.— Yes. 

Q.- -Is there any other kind of hundi? 

A. — 1 do not think that there is any other kind. 

? . -In Bombay have you heard of any other kind of hundi? 

.—There is the voida hundi. Generally if a hundi is made payable 
after one or two days there must be full stamp affixed. But in order to 
avoid the stamp duty they write in the hundi as in the usual course ‘ On 
demand pay to so and so/ but at the corner they will write the date on 
which exactly the amount should be paid on it. 

Q. — What is meant by mudathi hundi? 

A , — That is simply the voida hundi. 

Q . — What is a shujog hundi? 

— It is this, it will be said there ‘pay Rs. . . . after enquiring 

address and everything.’ Then the party who pays the hundi at Bombay 
will have to satisfy himself that he pays to a solvent. The merchant who 
receives the amount must he a solvent pei*son. The money should not be 
paid to any unknown imrson and if any question arises, if the pei'son who 
paid is not able to satisfy that he paid to a merchant and that he 
was a merchant and solvent at the time will run the risk of being held 
responsible for the amount of the shajog hundi. There have been some 
cases in regard to that in B^nnbay. 

(^. — What is the dhani hundi? 

A. — Dhani means pay to so and so or order and then like a cheque it 
will be endorsed on the back and anybody can collect that hundi. 

Q. — What is Deccan hundi? 

A. — That is sight hundi. 

Q , — Jn the case of the clharsana hundis are they paid immediately on 
presentation or does the draw’ee ask for time? 

A. — In Madras the value of the dharsana is somewhat less than what 
it should be. it should be paid the moment it is presented but generally 
the person oji whom it is drawn says that he has no money at hand and 
that he will pay in a day or two and that he will pay intei'est if it takes 
longer for him to i)ay the amount. 

(J . — So it is not generally paid on the day of presentation. If so, what 
is the time usually asked by the drawee? 

.4. — If the merchant says that he has no intimation he can claim three 
da^’s’ time. 

Q , — Has it become a regular practice to allow three days’ grace for pay'- 
ment? 

A. — If he says that he has no intimation, tlieii only lie can claim three 
days for payment but otherwise he cannot. 

Q. — So, is it the usual practice to allow three days’ time for dharsana 
hundis? 

A. — It is not the usual practice hut if the drawee tells the merchant 
who has got the hundi that he has received no intimation from the drawer 
then the inerchant is bound to keep it for three days by which time gene- 
rally the intimation will arrive. 

Q . — It is a dharsana hundi and it should have been paid on the due date. 
Suppose the party who presents it do not get the money on that date. 
Should he then wire to the party from whom he received the hundi that it 
ha:S not been paid? 

A. — He must wire that the hundi has not been paid. 

-But do they do that generally? 

1. — In times of necessity they wire like that. 

Q, — If the party does not pay on the date the hundi is presented and 
the man who has presented it thinks that he is not in a good position then 
he intimates the fact of non-payment to the party iProm whom he received 
the hundi. Is it not.® 

A. — Yes. 



Q . — Have you known of cAses in which sucli huiulis have not Inxiti paid 
when pi-©jsent^ and that non>paytnent hat* l)ecotne pi'ojudicial to the inter- 
ests of the man who kept the inmdi with him? 

^4.. — 1 have not heard of such cases. 

Q . — Do you think that, if he goes to t*ourt, lie can compel the man 
to pay if he has not paid on the due date because those thriH> days are not 
lecognized in law? These days are inertdy customary. 

A. — There is no risk in keeping it for thi*ee days and 1 think if you go 
to coui*t you can succeed. 

(?. — I want to know whether in the case of liundis drawn at GO days,, it 
is presented for acceptance just like hills of exchange or only intimation of 
its receipt is sent to the drawee? 

A , — These hundis will l>e sent to the drawee lor acceptance and tile 
drawee will write the word ‘ acci*pted ’ on it and then put his signature 
also. 

Q . — Do you think that if facilities for discounting hundis are affordoii 
the internal trade of the country will he greatly fiuolitated ? 

A. — Yes; it will l>e greatly facilitated. Thei*e is ample scope for the 
development of these hundis. 

(^.—What additional facilities do you want to increase the iiundi sysU'in K 

A . — First the stamp duty of li per tent is very heavy and it must he 
rtKluced. If tJiat is done then it will greatly help men^hants. 

Q . — Apart from the stamp duty do you think that the indigenous hanker 
in the rural parts and the money-lenders in the small citic's in the mufas- 
sal freely resort to the drawing of hundis or are tliey operating only on 
open accounts? 

.1. — More often business is done on ojien acjcounts and hundis are seldom 
drawn. But it de[)ends on the luerchants who buy the goods. 

Q. — If a merchant sells gomls on one month’s credit is it not better for 
that mercliant to draw a hundi on the buyer and then discount that hunvii 
with a hanker and utilize the money? The hundi will he paid on the 
due date hy the buyer of the goods. 

A. — Generally they do not do like that for fear that the hundi may not 
be paid on the due daU; and that the credit of the drawer will ho damaged. 

0. — You know' the piocegoocls trade. Now' peoph? in Godowu street soli 
goods to merchants in the niufassal, sav, in Kiimhakonuin, Tanjore, ot<\ 
What is the usual credit allowed in such cases? 

A, — It is usually 75 days, for English gocwls and days for mill goods. 

Q . — So when the dealer comes here and purchases go(Kls you know it 
is sold on credit. Do the Godown street merchants draw' hundis on the 
buyer for 75 day.s or is his account only debited? 

A . — They generally debit his account only. 

Q. — C.'an wo not improve that business by drawing a hundi on the mufas- 
sal merchant in order that the Godown street merchant may discoutit 
that hundi in a hank and with that money pay the importing firm from 
which he has purchased the goods? 

A. — If such a system is adopted it will l>e very convenient for the 
merchants, hut you have to l>e quite sure that the hundi will )>o paid on 
the due date. It will be very discreditable for the merchant if it is di«- 
bonoured. 

Q. — Generally if hundis are druw'ii for such kind of business gradually 
you can develop transactions in that way. Is it not? 

A. — Yes, quite so. 

Q. — The only thing y u want is banks and branch banks. Is it not? 

1. — Yes. 

Q. — Are these dharsana hundis drawn on real commercial transactions 
or are they also drawn in the way of accommodation hundis? 

A . — It is a commercial hundi and not an accommodation hundi. 

Q , — ^What is the usual ci*edit that a stationery merchant or an iron 
merchant gets from an importing firm? 

4.— -30 days generally and in some cases 60 days. 
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Q , — These merchants sell to mufassal merchants on 75 days’ credit. Do 
you not think it will greatly help them if they get from the mufassal 
merchants hundis payable 75 days after date and discount it in some 
bank and then pay the importing firms after 30 days or 60 daysi' 

A, — It is a good system if adopted. 

Q . — Now there are transactions taking place between Multani merchants 
in Sowcarpet and their branches or other firms in Bombay. Is it their 
practice to draw on these branches or friends in Bombay merely for pur- 
poses of accommodation I' Of course, they may be paid on the due date, 
but the hundis do not show any commodity as security? 

A. — Such things are being done. 

Q . — Is such a thing exceptional or is it general? 

A . — It is not general. 

Q . — The man on whom sucli accHunmodation hundis are drawn also draws 
on the man who draws the hrst accommodation hundi. Is there such cross 
firing going on ? 

A. — Yes. In the case of Nattukottai merchants it is generally going on. 

, — How do you know that? 

. — Because I deal with them. 

Q. — Have you known any instances? 

A . — So many of them. 

Q . — You spoke of railway receipts as titles to property. Are there any 
handicaps in accepting these railway receii>t,s as titles to pro^ierty? 

A. — Sometimes difficulty arises when frauds are committed. 

Q — P)q you think there are handicaps? 

A . — If the party who gives you the receipts is good then you can safely 
accept it 

Q . — What J say is tliere are the risk note forms. Are these risk note 
forms iirejudicial to railw'ay receipts being taken as titles to property? 

A . — It is somewhat prejudicial, but w^e have to consider that if there 
is no risk note form then the freight will he much higher. 

Q , — Can you suggest any remedy lor that? 

A , — Stealing in railway compounds must be stopped by means of better 
fiupervision and guarding. Formerly when merchants complained of short- 
age or fraud or damage the railway officials used to come to their shop 
at once and inspect tlie damaged goods and then settled the claims very 
promptly. But now such things are not being done. 

Q, — In certain cases indemnity bonds are taken by the railway company 
and the goods ai'e delivered to the party without the production of the 
railway receipt? In such cases have you heard of parties afterwards turning 
up and claimed the goods? 

A.— No. 

Q , — Do you approve of a scheme of registration of all bankers with 
periodical Gloverument supervision and provision for annual compulsory 
audit? 

A.— I do. 

). — Is it possible to legislate against excessive rates of interest? 

[. — I do not advise any legislation to control the rate of interest. All 
the other rates depend on the Imperial Bank rate and if that is reduced 
then the other rates also will come down.’ The Imperial Bank rate now is 7 
per cent and their branches in the mufassal charge 9 per cent and the other 
hanks charge 2 per cent more or 11 per cent. So if the Imperial Bank rate 
is reduced the other rates also will come down. 

Q , — Why is this high rate prevailing in this country, is it due to scarcity 
of money or due to people hoarding their money? 

A. — It is the duty of this Committee to find it out. 

Q . — Is it due to want of banking facilities? 

A. — I cannot say definitely. 
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Q . — Supposing by competition the rates of interest come down. Do 
you think that the indigonoui> hankers and money-lenders who now charge 
such high rates of interest will divert their funds to other branches of 
business? 

A. — The extent of tfieir business is very small, only 1 or t i>er cent. 

I think they will I'eduoe their rates also hoeaiise they will also get money 
at lesser rates. 

Mr. Thomas: You said that it is lH*eauso the linpcM'ial Bank rate is high 
that the Marwari charges also a high rate. May T ask what is the fmpo- 
rial Bank rate? 1 want the lowest Imperial Bank n\to at the slackc^st time 
of the year. 

-4. — Tt is 4 per cent. 

Q . — At that particular time what is the rale of interest that the Mar- 
war is charge? 

.4,-— These Marwaris and Multanis di.sc'ount hundis and tlu>se hundis are 
not executed by first-class imople, nor even hy second-class people, but only 
hy the third-class j^eoplc. There is greater ri.sk there aiul therefore they 
charge generally 6 ])cr c'cnt or 8 annas more than the Imperial Bank rate. 
So if the lowest Imperial Bank rate is 4 per cent then the lowest rate of tliese 
Multanis or Marwaris is 10 per eent. Thev have got an association and it is 
in that association that they fix the margin. 

0 .~ — Wliat is the roa.son ? 

. 1 . — Beeause thev have to undertake great risks. Personally I do not 
think they are justiPu'd in charging siuli interc'st. 

Q. — Bnt do not they cluvrge a lowcu* rate' of interest in the case of the 
bigger merehants? 

4 — merchants do not write hundis. They generally o]>(m current 
acc*ounts with tlie hanks. 

0. — A?-e blind is being dealt with bv tbird-elass inerebants only? 

A. — Yes. The prescuit Imperial Bank rate is 7 per cent, the shroff rato 
is 6 per cent and the general bazaar rate is 10 annas, bnt morebants are 
given at 71 pei* eent, 

(p, — Wbat is their rale of interest to the ordinary merclinnts who bavo 
tolerably good securities to offer? 

.4 . — ^That will be about 14 annas, 

Q . — Is it not necessary to reduce that rate of interest if they are to 
prosrx'r and sell their goods at rc>nsonal)le prices? 

.4. — I think that is qiiile nf'cessarv and it will greatly help business. 

O — What suggesiicuis would you make towards that end? 

4 — Tlie Imperial Bank rate must be reduced. 

Q . — But the Imperial Bank rate is fixed generally according to the 
demand and siipplv for money at the time. Assuming that the hank rate 
remains as it does, would it not he possible to rediue the bazaar rato to a 
lower figure? 

A.-^I do not think it is possible. 

Q — “Do yon not think that the system of creating and discounting proper 
commercial hills will help to reduce the bazaar rate? 

4 — Yes. It may certainly reduce it. 

O. — What distinction is there between the dealings of the three classes 
of bankers, Multanis, Marwaris and Nattukottai Cbettis? 

.4. — The Multanis are generally ryots who do business in money out of 
their own capital. The Marwaris, as I understand them, come frotri 
Oiizerat or Marwar. They do not command anv credit here, but get credit 
from their own !Marwr is either in Guzerat or big Marwaris here at a less 
rate of interest and the,> do discounting business also. 

0 . — At what rate do the Marwaris get their loan? 

A . — T think it is at 6 per cent. 

O.— T)o they take anv deposits here? 

A . — ^Thev do not take anv deposit at all. Their monev ebiofly comes from 
Bombay and they only lend here. In regard to Chettis I am not familiar 
with them. 





Q. — Can you teJl roe liow it is that the UjfiMliivis are in a i>o8ition to get 
money on better terms from the Imperial %ank than the Marwaris and 
Chettis? 

A, — The Marwaris do not get money from the Imperial Bank. They get 
money from Mnrwur and Bombay and have no necessity to go over to tfie 
Imperial Bank. The Multanis, on the other hand; have great dealings in 
villages and it might be for this reason that they are given more facilities from 
tfte Imperial Bank. But J know of c?ertain cases where foolish Multanis 
spoil their business owing to indiscriminate transactions and this tends 
tne merchants to make mischief. 

. — Have many Multanis tailed h^^ such transactions? 

. — Many have suffered very heavy loss. 

Q.—To what class of people do the Multanis and the Marwaris genei-ally 
lend? 

A. — To all classes of people — To yarn merchants, piecegoods merchants 
and various other kinds of merchants. 

Q. — Do both of them lend to the same class of people? 

A.- Yes, to the same class of people. 

Q . — On what secuiity do they lend? 

A . — They do not demand any securities generally, hut if the party is 
poor they will ask for some security. 

Q . — You say that the Multanis deal in hundis while the Marwaris do 
not? 

A, — Yes. 

0. — On what terms do yon purchase your goods from the mills? 

A . — On cash terms only. 

Q, — Are you not getting your goods on credit also? 

A . — Some mills give on credit also. But the Bombay Mills give only 
on cash. 


(). — Have you any dealings with Messrs, liinny & Co.? Do you know 
how they deal? 

A, — No. But T understand that they also demand cash payments before 
delivery. 

Q . — Do they make use of the hills of exchange? 

A.— No. 

Q . — How do you deal with your customers? Do you sell your goods ©n 
cash ? 

A . — Most of our business is carried on in credit. We generally give 
80 days’ credit. 


Q . — What is the kind of docnment you obtain from your buyers in that 
caile P 

A , — ^We do not insist on any documents. They simply sign our books. 

A Q . — When there are defaults in I'epayment, what do you do? 

A . — We charge interest afterwards. 


Q . — Up to what period do you thus go on? 

A . — From one month up to a period of three months? 

() — Suppose they do not pay even after three months, what do vou 
do then? 

/A.— That depends on the stability of the merchants. Wc must either 
stop^ business with them or go to court. 

Q- Do you insist on any pro-notes from them? 

SA* No. We only go to court in extreme cases 

Can you tell me the number of such cases you had during the last 
years? 

fases during these five vears— I think 

if viight be about one or two. 


Q . — In regard to your money-lending 
own onstomers or to others also? 

A. — do that business with others 
and various other sundry merchanta. 


business, do you lend only to your 
also — for instance, yam merdiants, 



' 0 '-' *“ 

«f.- ^ 

^ -Do }ou also lead to MarwarisP 

— Do you i*oceive auy deposits? 

. — No. /■ 

(?, — How long have you been doing business in Madras? 

A . — For the last 30 yeai-s. 

Q . — You spoke of soiuo ot those |>otty Marwaris who give siuall Jonnt 
to ordinary people on exorbitant rotors. What is the exact rate of interest 
the.: charge? 

A. — I think they (barge about 25 per cent. 

Q . — How many of them ai-i' there in Madras? Aie there a large iiiunl>er 
doing such business? 

A. — Tliey are only very few. In a community of nl>oui r),0(X) Murwari 
money-lenders, the petty d(*alers will only be between .50 to 1(X). 

^ — -What propoition of Marwaris ” come from Gujserat? 

J.— I cannot say; their percentage will be very lew. 

Mr. Jlamcfd Sultan Marahhayat : Do you exj)erienct* any difficulty in 
realising the money from the mufossal merchants? 

A . — Cjcnerally wo have a good deal of difficulties. 

Q , — Out of how many men do you find it difTicult to realise? 

.1. — About .50 pe?- cemt. 

Q - — Dp you generally go to court in llu' case of these pi*oj)lo? 

A. — No. AVe send ouC own men to collect from them. 

0. — A^o\i have therefore no necessity to go to court very often? 

A. — A’cs. 

0. — Do you find inucb difficulty in colUnting local loans? 

A . — If the party is not satisfactory, there are great difficult io.s, We do 
not sometimes icalise our money in full. 

Q. — Is there any great delay in the disposal of l ases in eourt P 

.4. — (ienerally in Small C’anses (’ourt. there is not miieh delay as In tfie 
High CV>urt in the disposal of tases. But in the High Court ‘ there aro 
ahnorinal delays. Delays of about one year are not also infrer|uent. 

Q. — Have you ex|>erieneed any diffienltieH in the execution r>f d»>crm‘s? 

A. — A"es, the difficulties nva great. There are various proe(vss< 3 s where 
difficulties are experienced. In the first place, the expenses are very heavy* 
Conrt-ftH* must he leduced by at least Ks. 25 to the existing sc'hiMluled rate 
and vakir.s ftn* may he redii(‘<‘d to Rs. 5 instead of Rs, 7 wlilch is now 

existing. 

Q — AVhat suggestions would you make to minimise these difficulties? 

A . — It is the order of the High Court, where we have notliing to suggest. 
But T may state that the difficulties in regard to tlie execution of diciocK 
in foreign countries are greater and I wish the CommitU^» to tackle that 
question up seriously. AA'e have suffered veiw heavy loss thereby. Aliout 

eight .veal's hack a suit was filed in the Madras High Court against us by 

a Jai>anes<* firm through an agent at Madras atul we connteiMlaimeil 
against them through our own people, A gofnl deal of expemses by way 

of court-fe<»s, lawyers’ ft^'s, etc., have been incurred. The case dragg^ 
on for al>out eiglit years. F inall.v a decret^ was passed in our favour ^n 
our counter-c laim against the Japatic^sc.^) firm for alamt Rs. 20,000. The . 
decree had to he sent through either the Chartered Bank or the V. 

Bank for (‘ollection. But the hank returned the decree saying that tlifiP, 
matter was under dispute and the amount has yet to he realiged. 
difficulties are ver>’ conum in defiling with the foreign firms and it is %nf 
earnest rec}uest that the Coiiiinittee may find out some w'ay to avert 
aifficalti^. I suggest the following: The British hanks may be adviisol! 
not to have any dealings with a foreign constituent who is legally indebted 
British subject, in which case the said foreign iiun’chant will 1>e 
inclined to pay the debt. 

(The witnega then withdrew.) 
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Saturday, 25th January 1930. 
MADRAS. 


Present : 

Mr. H. M. Hood, l.C.S. {Chairman). 

Mr. P. J. Thomas, m.a., b.litt., ph.d. 

Mr. C. Goi>ala Menon, m.l.c. 

Mr. H. F. P. Hearsox, m.l.o. 


M.R.Ry. Diwan Bahadur P. C. K. BTHIRAJCJLU 
RTAYUBU aaru, Madras. 


Oral evidence 

The Chairman: Are you carrying on business in the Guntur district? 

A. — Yes, 1 was in the Guntur district. 

Q . — What is the nature of your business? 

A . — Purcliase and export of tobacco. 

Q — What kind of tobacco? 

A . — Cigarette tobacco. 

(J . — Where is that grown? 

A . — In the Guntur district. 

Q. — Do you finance it in any way? 

A. — To some extent we advance money to the ryots. 

Q , — For what purpose? 

A . — For cultivation expenses. The only thing we expect is the n»oral 
obligation to sell the produce through us. 

Q. — For what consideration are they to sell it to you? 

A. — At the market rate. 

Q. — Y"ou finance them on that condition? 

A. —Yes. 

Q . — ^What about seed? 

A . — Sometimes seedlings also we supply. First of all T must tell you 
that T was connected with the original Peninsular Tobacco Company vhir4i 
was subsequently styled as the Indian Leaf Tobacco Development Company. 
T was conn€^c*ted with them as a dubash or broker securing for them all 
their requirements of tobacco. That is how I got into the trade and it is 
now some time since I left that connexion and w'e are now doing business 
separately, we meaning myself and my brother-in-law. We were partners 
And he was doing the business more or less solely wliereas T withdrew f?*om 
the business having entered into politics. 

Mr. Hearson : Do you ship to the Continent? 

Continent having ceased connexion with 
Vlhie Indian Leaf Tobacco Company. 

f T^e Chairtnan : Bo to some extent you supply seed and to .some extent 
pash to the lyots and take their produce from them?* 

^ A.^Yes. 

Q . — Do you charge them interest? 

A. — Yes, but we never charge more than 12 i>er cent. 

O.—Do you deal in any particular area or with the ryots generallv? 

A. -Dur operations are wncentra^ in two portions of the district, 
Guntur taluk and Baptala taluk. ’ 



Q . — ^Am I right in sayitig that the Imperial Tobacco Company are dotof 
the same 4>ort of thing F o. 

A.^As I told you wo had started business when they came and they 
took us in as brokers^ they wei^ new to the district and we, lading oUoady 
known there, were able to secure for them all tlieir requirements. When 
they first came there was not the special variety of tobacco which is now 
grown. There was only the couuti*y tobacco, which they were puivhusing 
ror. manufacturing ‘ Ruler’, ‘ Akbar Shah and * Watch ’ cigai'ettes. 
They knew only ordinary curing and bulking proceKs. Gradually we hava^ 
eclucated them and now the ryots are far advanced and know much 
Ixjtter to cure their tobacix). Consequently they are much iK'tter off than 
they were 20 years ago, sinc*e their tobacco fetches them much more than 
before. 

Q, — Are you dealing in the vsaiue grade of tobacco as is grown in 

Chirala P 

A. — Yes. But 1 may tell you that notliiug hs grown at Cliirula itself. 
Chirala was fixed up because of the railway station there. That place is 
the office centre. 

— Am I right in saying that the scods of this tohacio has to 1>C import- 
ed every year P 

^ .i. — Sometimes. Scotls last even for a iouple of years. 

Q , — Cannot these sicds Ik? produced loi'allyp 

A.— For country tol)ac<o the ryot obtains the seed lierc itself. As for 
the l>est cigarette toha<xo it is difiicult to get the right seeds from the 
Jocally grown plants. It deteriorates. 

Q . — Have the lyot.s themselves got any organ iautiuii hy which iliey 
ceuM piwure their own .schkIkP 

A.— No. 

Q . — Is there anybody else in this business besides yourself P 

A. — Since tlie lust five t)r six years alH>ut two dozen people have sturled 
the business of exporting tol>acco to the continent. 

<3. — Do each of these |>eople obtain the st'ed every year for distribution 
to tiio ryots P 

A. — Not all, only some of them. 

0. — And the others obtain the seeds from those? 

A. —Yes. 

(J . — If those people djx>p out would the lyots have difficulty in obtain- 
ing seed? 

A. — Now’ the Indian Leaf Tobacco Development Company have extended 
their activities to a great extent and are supplying seeds lor about 10 to 15 
thousand acres in the Bapatlu and Guntur taluks. 

— Can you tell us what is the value of the land wheie tobacco ia 
cultivated? 

A. — Al>out 15 or 20 years ago such land fetched a price of not more 
than 100 rui)ees. Now the piice of such land has gone up to more than 
Rs. 250. 

O. — Can you tell us what would l>e the value of the crop per acre? 

A. — When we got into the trade there was no demand at all for llio 
cigarette tobacc‘0. Generally sur-h kind of tobac*co w at left in the fields to 
be grazed by sheep and goats. We were pur<hasiiig such tobacco from 
Rs. 10 to Rs. 20 i>er candy of 50 lb. The ryots were thus able to get 
something. That variety cf tobucw which was largely cultivated by the 
ryots was purchased hy local merchants of the Madras Presidency and the 
Central Provinces not only for chewing but more for making cheroots. That 
variety fetched a price of Rs. »30 to Rs. 80 and sometimes even noro per 
^iidy. Now the ryots lu /e given up the country’ variety and token up to 
•V cigarette variety which fetches lor them a higher price as well as a 
i^ssdier sale. WTien w e started this tobac*i?o husiness, a ('undy of tobiMX.'0 
cost ns Rs. 50 but the price now has gone to Rs. 15<) to Rs. 200 accordine' 
to the quality i>or candy of 500 lbs. 

Ov-^What would lie .the yield per acre? 

AlMPIm yield would l>e al)out 1,000 llw., ordinary variety. 



^ what i« the cost ol cultivation? ... . . 

A . — Not much of water is requireil for this cultivation ^ d|^trict. 

TJio ryots begin transplanting operations in November ,1^ 

^mlls later on and heli>s the gro\\i:h of the plant a great dettL|'^ 

0.--4So after the ryots have taken to this sort ot cultivation , 

^materially increased? , 

— Yes. liut the labour and other charges have also increase^ 

^ Q . — Hut the value of land has increased, and therefore the im^ine, to 
4iiree or four times and the other costs Inive not gone up in proportion? 

* ,1. — it has tHpially gone up because this kind of tobacco requires paHi- 
treatment, costing them much labour and money. 

. — But the profit has also gone up? 

Yes. 






yon 


(Jl , — Are these ryots who take money from 
Have you got juuch capital out? 

A . — Not much. Wc have put in nearly tince to four 
in the trade. 


much indebted 

akhs of fil 


(J . — Wliat is that .sunk in? 

A . — Paiticiilarly for purchasing purposes. AVe do not advaru*© uincil 
mone^\’, only t(J the extent of about Its. 25, (KX) dining the season. 

Q . — is a large proportion of this repai<l to you? 

A . — When we purchase the tobacco we adjust the advance autom^iticaliyi* 
Only the amounts of such ryots who are unable to pay stand till tbfe;i|0;s(!|> 
crop. 

Q . — Are there many such who are iniabie to pay? 

A . — 1 should think pot. Most of them settle their accounts, when lliey 
close their accounts. I can say there is hardly 5 per cent outstandings. 

Q . — So far as the ryot is conceined that remains then a pennanont 
debt? 

A. — They discharge it. How can it l>o permanent? 

Q , — Anyhow they have to borrow a further amount for cultivating the 
next crop 

A . — Not necessarily. 

Q , — AVhat has not beiui paid remains until the next crop. Is that not 
so? 

A. — The balance is carried forward to the next season when it will bo 
paid and settled. 

Q. — if you refuse to give advances what will happen? 

A . — Some other man will advance money. 

Q . — And if somebody else advances money will it be possible for you to 
do any business? 

A. — AV^e will. AAx‘ will be able to got even tlieii their crops. 

Q. — If somebody else advances money to them would it not be on the 
same conditions that the crop is sold to them? 

A. — Those are merely money-lenders. They do not buy tobacco. Inter- 
est on capital advanced is their only eoneern. ^ 

Q , — But the ordinary village money-lender buys the produce? 

A. — They generally take a commission on the sales only. They dcjuMbaiUje 
nmney for various purposes hut do not buy the crop. Even when pufc 
chase it they get their commission. 

(?.— Even if you do not advance money you say you will stM 
carrv on your business? 

4.— We are big purchasers for ready cash and they nmst 
if they want to sell their crop for ready cash. 

Then why is it necessary for you to advance money? 

A. --Just to help our customers. AVe have dealings with theitf^plAliiey 
come^to ns and say ' just help us with some money and it will-HtTa^asted 
when we sell the crop ’ and we advance them moner. 



Q . — la ont‘ ^tatel^eat which wmh ivcoiveci the iolhming ullegtlBon 
iiUMrto, ti/iXa/ out by fht Ltiairman.) Is Uiut a tiur st^uteaieai 
% ease ot tolwKtx) it is soinewliat true. Tlie agricultuii^it ]»*ir* 

MbM the rit>e and the unrijK^ togetiier and hniigs it 

utter bulking and curing it. The Imyer, i.e., the exiM)rtejK. exaffiKies 
; He hnds no two leaves alike in siaK', colour or quality’; At is an 
^|ji|||pilure of ditterent grades ol tobucio leavt*s. lie quotes his jHUy 

120 for the best variety but cannot give that price for the a||4»j||l lut 
it is not graded piopeny. Hence he red\K*es tlie price proporticyafc^ 
and gives on the aierage only Its. 80 to the ryot- If the tobuw) had 
graded properly he woultl have l>een afile to quote for each quality .>i'PHi‘4t|M>’ 
^nd thus get the niaxiinuni jirice for that quality. Another groat 
that on the average about 5,000 bale's eonie every inoruing that^ 

4a4»0iit 800 to 1,<KKJ carts, and it is not possible to avoid that i neon Von ieOee 
^^,^^lowing the carts to wait. " ' 

A/r. Ilt'iirsiot : A l)ale is how niuiiy pounds ^ 

^ A. — On the average it can be taken as 25)0 lbs. or hall a candy. Thejjl*' 
dcarry alnjut six to eigfit l)alcs in a cait and when they hring it they jmt 1% 
down on the giouiul. A few bundles are opened up by removing a tea* 
ro|>es from one side ami tbeii the huyer examines tlu' toliaeco inside. In 
Utm way he cannot examine it minutely. He offers say Hs. 120 lor the 1st 
5cjy^ l)ut lor the bale as u whole he can give on the average only Us. 80 
for it contains different varieties. Aftm purchasing the inerchant has 
regrade it before export. 


; 57u' Chdinifou : So this statement of having the ryots under their tliuinb 
«&d keeping them waiting for a long time is not a just stateinenif' 

.1,— f’he statement is correct hut the motive attributed to, it avipearfl 
^ ine to 1 h‘ wrong. Five thousand to 6,000 bales mean about 200 men will 
coming and dealing with each man separately means, even though you 
work quickly, time. If wo stait work at 7 o'clock in the morning before 
we finish examination, it is 1 o’cloc*k in tlie noon. Afterwards it has to 
be weiglied and then price paid whieh means a lot of time. 

The CJoiinnoH : Js tlie ]>rice paid materially lower than it was 10 or 15 
years ago. 

.1. — Ten or 15 years ago the variety of toliacco was not grown at all 
nor purchased. 


Q . — With regard to such crops as jowari, maize, chillies, etc., do they 
pay as much as tobacco:' 

A . — Chillies pay well l)Ut notliing pays so highly as tol>a<;co. For tobacce 
they get rea(li ca.sli but in the case of other cro|>s the ryots Jiave to sell 
them to the commission agent who pays them only a portion of the price 
and then latei* on when it is actually sold and cash obtained gives hiw 
the balance. That is why the ryots prefer the cultivation of tobacco. 

— Is there a bank there? 

.4. — Yes there are two banks, the Imperial Bank and the Indian Bank 

Q . — But that is at Guntur? 

A. -Yes. 


Q . — How far is Chirala from Guntur? 

A . — By train it is 25 hours journey. It is about 60 miles away. 

Q . — Is there a bank at Chirala or Bapatla ? 

^ A . — Now the Imperial Bank has opened an agency there, at Bapatla. 

The Chairman : Y^'ou buy tobacco and export it? 

are exporting directly. We do not sell in India, but there is 
vi>c5tobacco crop grown in Tenali, it being a deltaic tract. 

you receive your payments tlirough the exchange banks? 
you work through a broker? 

-We sell through our own brokers on the continent, in England and 
er parts. 

‘You yourself buy in the villages? 

Yes. We buy, cure and ship it. 




much time does it take to realise the value? 

— It taken soirietinicj* two years to realise their full value. Sup|KJfie 
we despatch 1,000 bales, 300 bales find a ready market; a month he^"a 
another four hundred bales and the other three hundred bales does find 
a sale in the foreign market. 

O, — How' long do you keep it in your hands Ixjfore it is exported? 

^ — Wo do not keep it long. We take just enough time to cure and 

waiV only for the steamer for shipping. 

Q . — From what polls do you export? 

— We sometimes ex[X)rt from Coi^unada. When steamers do not touch 
(Jocanadu, they are sent to other polls — Madras for instance. 

Q . — Have you any means of leaiising more quickly the copital sunk iii* 
such produce purchased liy you ? 

A. — A noitiuri of our capital we get within three months. We Imre 
bills of laciing and we draw 60 per cent on it. 

(J . — Would any sysUnn of warehousing be of any use? 

A . — Jt would be of considerable help if wo can store tobacco. It can-, 
not be stored before it is cured. Our gi*eatest danger is water. 

Mr. Hvar.mn: What is the value of tobacco.^ 

.4.-— One hundred and fifty rupees per candy. 

-Ho\v iniicli you would lie lending on that? 

-We lend not on tlie value hut on the soh ency of a person. 

Q. — Do you not depend upon the crops? 

A . — There is nothing like that. We advance to the i)erson.s who are 
cultivating tobacco hut also on other crops as well. 

Q . — What is the average holding of a ryot? 

.1. — 1 take it to be five acres. Very many ryots possess .10 to 10 acres. 

Q . — You suggested that a bale weighs 200 to 2^50 lbs. and that six to 
eight hales come in a (‘ail. Nearly al>out 3,000 carts come to the Guntur 
market. You buy in the Guntur market? 

A. — Yes, and also in tlie villages. 

(^. — Is it the central market or do you have a cumpound? 

-We have got our own grounds hut tbo oilier merchants stick to the 




road. 


t 


-They come in clay liy dav tH> you if you biiv one day? 
-Yes. 


0. — Do you sell this entirely or do you sell to your Indian businessmoTi P 
.4. — I do not know’ how they .sell it. 

O . — To which parts you send them? 

A . — Liverpool and Hamburg. Our reports show* that it has been sold. 

J . — Do you give your agents full discretion? 

. — Practically we have given them full discretion. We have got some 
confidence in them. 

. shipping, 60 per cent of the value is drawn against 

the bills of lading? Do you send those bills to the hank? 

A . — We draw' it in Guntur. 

0. — What exchange bank is there in Guntur? 

A . — The only exchange bank is the Imperial Dank. 

Q . — It is not an exchange bank? 

A.— We draw money from the National Bank or other brinks. 

(?.— You said that you could not get money until the bills of lading are 
di;awn. Can you not get an advance from the Imperial Bank what vou 
call on key loans? 

A.— We wanW to arrange. I think that they are fully av'are of o«r 
Bolrency and position in hie, hut still they do not advance. . 

J . — What security did you offer them ? ' 

. — We have got our lands and other properties. 

Q-— The Imperial Bank has to abide by the rules and statutes. lh«V 
.^e lending inoiiey against g<^s in godowns. Now they are giving key lo^ 
If goods are locked up in godoTvns and if the keys are handed over to ilS 
4. — I tumk we can adopt it. 
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O , — How many bales you ship a year? 

A , — Five to ten thousand cured hales. 

f .— What is the value of a bale? j 

. — On an average each pound costs something like 6 to 8n. here. 

Mr. GojMla Menon : Wliat is the total area under tobacco cultivutio(| 
in the Guntur district? , _ „ 

A .^ — 1 think it will be not less than thirty to forty thousand acres. 1 cr- 
haps even more ; it may l>e 50,000 acres for eigai'ette tobacco alone. 

Q , — T suppose tobacco is cultivated in the Guntur district to a very 
great extent and also in other parts of the Northern Circars? 

A, — Yes; there are lanka lands in Kistna and Gmlavari districts where 
tobacco suitable for cheroots are grown. 

Q , — Have not the people in Trichinopoly and Dindigul l>een also culti-, 
vating tobacco? 

A. — Since only 20 yea!*s they have largely taken to cigarette tohiWH'o 
cultivation in Guntur district l>ecause there is a general demand on the 
spot. 

Q . — Prior to that what were cuItivatcMl under these lands? 

A , — They were cultivating chillies and lohofco. 

Q. — Tol>acco was cultivat<Hl even as early as that ? 

.4. -Yc'i^; hut only tohacHM) suitjible for <‘heroots and (*hewing were grown; 
the lands that were brought tmdor (‘ultivation were not so much as tiM'lay. 

Q . — What ff)od crops have In^en repliwxHl by tobaetoP Any paddy hind? 

A. — No t<>ba(‘co is grown in the paddy land in the wet land area. 

Q, — Wliat are the otlier dry erops eultivnted in the district? 

A . — The other dry land jiroduct is chilli. flotb (‘hillies and tohae»H> go 
together. 

Q . — Do you think that by the ryots having taken to ieliacco enltivatum 
has it in any way affected the growth of foodgrain crops? 

A . — To a certain extent javari crop is affectinl. It is consumed by the 
lower classes. It is exporti.Kl to Mahratta districts. 

(f . — So you think that the ryots having taken to tobacco cultivation 
have in any way !>een affected to their detriment? 

.4. — T do not think so. 

Q . — Do you think foodgrain crops have l>een affected in any way? 

.4. — T do not think so. 

Q . — Do you say that the ryots have Iw^en actually lienefited? 

A . — T think so. 

Q . — Are tiuw ryots cultivating it on their own account or cultivating 
it on liehalf of U)hacco companies? 

A . — These tohjwc-o coini)anies supply the seedlings. They supply them 
to raise that particular quality and promise thmn to purchase their crop 
themselves at the market rate, Soinetiines the> purchase also grc*en 
tobacco before it is l>eing cut and cut and cure. More of the purchasing is 
done by the Indian I^eaf Tobacco Development Company. 

0. — Are there other purcha.sers in the district? 

A . — There are very many purchasers hut not on this scale. 

Q - — there many Indian purchasers who buy tobacco and ship it? 

A. — There are nearly 20 people who advance money to the ryots them, 
.selves when the crop is under cultivation. 

0. — Do all purchasei-s advance money? 

A, — Only certain iniml>er of pei-sons of the district give to particular 
ryots. 

th nk that the rj’ots can cultivate on their own groundt 
and find a market afterwards? 

il.— Fifty per wnt of the ryots cultivate on their own grounds hut 
.can^not find a market which can give the price they expect. That is the 
difficulty. 


finding a market is because the tobacco is not pro- 
paiw for the market on account of adulteration? 

, A- ^The Sta^ must take the responsihilitv to teach the ryots about 
^ pr^r of cultiration, curing and drying before tobaooo is ship, 

ped. With this knowledge they will fare better. ‘ 
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Q. — You »ay they have been adulterating tobacco for the past 20 years. 
Do vou mean to wiy that thej^ have not b^n ^ucated? 

A. — The present day variety of cultivation is different and they have 
gained the knowledge to a certain extent. 

Q , — They are not able to obtain full prit'o l>ecause they are not able to 
prepare the right quality of goods for the market? 

A. — Yes. 

Q . — Are they now taking to sorting and grading at least? 

A , — They could not do that owing to so many handicaps. 

Q , — What suggestion have you got to make in order to enable the 

ryot for sorting and marketing and thereby got a better price for hia 
produce P 

A. — First of all the ryots must have an elementary knowledge of how 
to raise tobacco crop in the real quality rofiuired for the market. He 

must have the knowledge of grading it. Tobacco always absorbs and re- 
tains a certain amount of moisture which the purchaser is diffident to pay 
for. 

0. — What is the remedy? 

A. — By means of a ‘ redrying plant, everything would be set right. 

Even though it may Cf>st a little, say Rs. 2 or Bs. 5 per candy, in the end 

it will fetch him five rupees more per candy. 

Q, — Do you think that if a t4)l>ac(‘o .seed farm is started under the aus- 
pices of the Agricultural Department would not that he^a help to the 

agriculturist to p?-oduce better class of tobacco? Do you think the ini- 

tiative should come from the Agricultural Department to open seed farins 
and also prepare centres for marketing? 

A. — (Juite so; these two difficulties could 1)0 overcome with the help of 
the Agricultural Department in order that the ryot may get a fairer price 
than he is now getting. 

Q. — Do you think that since the ryots have taken to tobacco cultivation, 
they have brought more dry area under cultivation than before? 

A. — Yes; they have utiliaed more acreage. 

Q . — Do you think that the ryots by taking to tohaoc‘o cultivation have 
in any way improved their material condition as a whole? 

A. — T should think so. 

O. — Do you cultivate tobacco in your district for heedi making? 

A. — There is no special variety for heedi making. But I can tell you 
that oui- refuse is purchased and that it is used for l)eedi making by some. 

— To what parts in the Presidency is tlie refuse sent? 

L — A considerable quantity is purchased by peoi)le (;oming from North- 
ern India, Hyderabad, Delhi, Kathiawar and Nagpur. A great deal is 
exported to Northern India. 

Q , — Is there any special leaf hoing ])repared in the Guntur district? 

A. — I don’t think so. 

Q , — What sort of tohatvo is cultivated in Hyderabfid? 

A . — I cannot tell you. 

Q , — And in Cuddapah.^ 

A. — In Madanapalle; hut in Trichinopoly and other districts the 
tobacco grown is more useful for chewing and cigarette manufaeturmg pur- 
poses. 

(?. — Is heedi making rapidly progressing? 

A. — I should think so. 

P. — Can it compete with cigarettes? 

A. — No. 

P. the cigarette innnufaeturers trying to inti’oduce a cheaper 

kind to replace l>eedi? 

A. — I think they are trying. 

p, — Generally people who take to heedi making are mostly lower classes, 
I presume? 

A, — In Northern India and in other places very many respectable 
ple, bankers and Multanis take to iM^is moie than cigaiettes. They do 
not think it is derogatory to smoke heedi. 
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Q . — You say that tliere are two or three big firms who have taken to 
cigarette making in the Guntur district? Do you not tliink in the matter 
of cultivation they ai'e coming in competition with the ryots of the country? 

A. — All their capital cannot it'place these ryots. Besides they have 
not purcihased lands to any large extent to compeU^ with the lyots. 

Q . — You say that husiness in tohac'co is done on consignments. 
How is this consignment husiness done and who are doing it? 

A . — Besides us, some of our tlerks uro also doing husiness. so miuh so 
that the market is spoiletl. 

O. — Can they afford to wait for a long time? 

A . — They have to Imirow mone\* elsewhere and go on with the husimsss. 

Q . — At what rate do they liorrow money? 

A . — It may not he more than 12 per cent. I think. 

n — What would he the profit for the consignee? 

A. — The consignee would he ahlo to make a i>rofit of 10 per cent de- 
ducting all expenses. 

Q . — You say cigar is also manufactured with otJior kinds of tohac<‘o? 

.4. — Not inarketahle (‘07iimo<{ity ; they make their t>w»i <*he!*oots with 
that. They raise it on a different kind of soil called ‘ patiinntti ’. 

— So it is not used for making ( igars as in Trichinopoly ? 

.4. — It is Used only for fillers. 

^fr. (topala 3/cmo;j .• So it is not made use of for making cigars like 
Tricliinopoly ? 

A. — Some of tlie toluu'co is only used for keejiing insidi" the cigar called 
fillers and the wrap])er is imported toha<‘co from Java and Sumatra. 

Q . — Do yon send this tt>hac(‘o to Madras or any other jilace for the 
manufacture of cigars? 

A, — It is only a small quantity, if at all, tliat will be sent. But more 
is being used foi* chewing purpose. 

— So the tobacco that is grown in the Dindigul district is of a mucb 
superior quality than that grown in the Guntur district? 

A . — Not imicb. One quality is for manufacturing cigarettes. That is 
grown in Guntur and the other grown in Dindigul is for making cigars. 

The tw'o aj<' not coming into <*oinpet iti<m ? 

.4.~Not at all, 

Q,~~\s tluuo anv tobacco grown in Dindigul for nuiking cigarettes? 

J.— No. 

Q . — Do yon know^ from where they get the leaves for the inanufaituro 
of cigars in Trichinopoly and Dindigul? 

,4. — They import wrappers from Java and Sumatra. 

Q . — -Do they import much Holland tobacco? 

A. — Yes. rhat is the tohaert) from Java, etc. 

Q. — T find from the import list that the tobacco loaves are coming from 
Amsterdam, I wisli to know whether .lava tobacco is sent to Amsterdam 
and from there re-.shipped to Madras and is brought to Dindigul or whether 
it comes direct t-o Dindigul from Java? 

,4. — T think it comes from Amsterdam Port. 

How' long wull tliis t'jliacco roniuin in the hot climate of onr country? 

A . — T think it remains for tw'o or three years if i)ut in barrels and 
properly sealed. 

Q , — But they are jiacked in hales and in casks. Ts that not so? 

A . — But that is as far as transhipment is concerned. But once they 
get it in the godowns, .-^'oy open the hales and preserve the tobacco in 
barrels. 

Q , — But does that not relate only in the case of the merchants? 

A . — Yes. 

Q.r— How long will it remain if kept in the godowns wu'thout putting the 
tobacco in casks? 

A, — I cannot tell you. 
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Q. — Do you think that the tobacco that is being shipped from Guntur 
will remain without any deterioration in the foreign countries for more 
than a year? 

A , — Once it has l)een cured here, dried by pa^^ing it through the r^ 
drying plant and allowed only that much quantity of moisture that it 
should have, then it can remain withoxit any deterioration in the foreign 
country for a long time, eveU three or four years. 

Q , — Had you ever any complaint with regard to the deterioration by 
means of inserts or other causes, say mildew in the unsold state while they 
remain in the hands of the dealers for more than a year and thus lost money P 

A . — There have been complaints, because tohacc‘o which has been cured 
by hand dews deter iorate as it retains a lot of moisture, etc. 

Q — This defect could be remedied if the tobacco had l>een prepared for 

the market, as for instance by passing it through the re-drying plant? 

A . — You must not allow ti)o much of moisture for that allows heat to 
get in and that burns the tobacco. Again the weight will l>e greater on 
account of the moisture it retains and you will have to pay not only more 

for freight hut also for duty in Kngland. 1 think 25 to 30 i>er cent of 

every hale will contain moisture. 

Mr. Thomas: Do you have direct dealings with the ryots who grow 
tobatco ? 

A. — Yes. 

0 You don’t deal w’ith the local shop-keepers? 

A . — We have our own estahlisliinent. 

0. — Do you lend money directly to the ryots? 

A. — Money-lending there is only a side affair. 

0. — What is the business of the local money-lenders or shop-keepers? 

A. — Money-lenders arc not tobacco merchants. 

Q . — You do not at all have anything to do with the local village shop- 
keepers P 

4 — Wo purchase direct from the village ryots. We go and examine 
the various hulks, select the quality suitahie for us, bargain with tlie ryots, 
settle the price and we pay the money immediately. In some cases w'hen 
the ryots bring the tobacco the next day we pay the amount on receipt of 
the tobacco halos. 

Q.- “Do you at all Imy from the local shop-keepers? 

A . — AVo do not generally buy fiom them. It is only very ocx^asionally 
that we do that. 


). — What is the function of tiie local shop-keepers? 
1. — He is a commission agent. 

— To whom is he a commission agent? 

1 . — To most of these ryots. 


— To whom dtws he sell? 

A . — Anybody can go and p^irchase it from him, especially those who 
go from outside the district purchase tobacco from them. 

S . — Do they not sell to the tobacco exporting finns? 

. — The ordinary tobacco is not suitable for export. 

Q . — So the local agent keeps tlie country tobacco and not the cigarette 
tobacco ? 

A . — Tn the good old days when the Eurojwan firms were not there, the 
local commiasion agents were everything and they were making heaps of 
money. The ryots then were taking advances from thase local commission 
agents on the understanding that they would bring all their crop to them 
who will then have it stored in their godowns for some time till it is sold 
when they will after taking the interest and godown charges and commis- 
sion give the balance of sale proceeds to the ryots. So in those days the 
ryots were getting very little, for a great portion of their tobacco ‘ is left 
beliind unsold and generally never finds a sale at all. But now there are 
the European firms and they get a ready sale for their tobacco. 

Q . — Do the ryots bring the tobacco to your godowns? 

A Yes. 


f?.— Do you know much about the conditions of the ryots themselves 
their holdings, and so on? " ’ 

4r — The major portion of the cultivators are poor people. 
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0. — What is the average sixe of their holdings? 

1. — The average is five acres. The husband and tlie Avife work on the 
land but they do not improve it. Tobact^o osiKHiially deteriorates the land 
▼ery much. 

-What is the cost of production of tobac'io per acre of laud? 

-The least that will Iks requii'ed is Rs. 60 . 

Q — ])i(j you say that one acre produces about a Usousiiud pouiuLs? 

.4. — Yes. 

Q . — What will be the price of that? Will it be Rs. 200? 

A . — You will get that amount only if you are able to raise tliat parti- 
cular quality. But 1 am talking of the ordinary country variety sold from 
Rs. 60 to Rs. 80 per candy, that is, you can got about Rs. 1(>() to Its. 180. 

Q . — So the ryot makes alM)ut Rs. 90 per ju‘re? 

4. — Rs. 80 he H*an make but you mu.st make alUnvanccs for his own 
labour and that of his wife. 


O . — You assume that the work is entirely’ done by himself and his family? 

4. — Yes, mostly. 

Q . — What will he get if he engages labourers? 

.4, — You will liave to leduee that amount l)y Rs. 20 or Its. 25. 

(?.— Will you please sptxify the various items on which this anuiunt has 
to l>o spent ? 

.1.— -He must prepare the land just Indore the monsoon. Sometimes 
they burn and sometimes tJiey rake tlie ground ajid expo.se it to the sun. 
The second thing is to level the ground. Transplantation is the first pro- 
<*e.s,s. For one acre it will rtHpiire about four people for three days and 
the cost of their laiumr will Ik* al>oul Us. (>. Watering is reipni’cHl fo]’ a 
week or ten days and two jKM)ple are riMpiired for that purpose. 1’hon 
conies topping whicli will eost about Rj^. 2 or Rs. 5 per acre. Harvesting 
requires at least 10 coolies and they will (mt Its. 5 per luuc'. 4’hen comes 
the stringing, that is, they must buy, twine and slitth tlu* leaves together 
and then entry to Uie neaiest shed for siin-drying and ailing. All these 
put together Avill c*ost nearly Rs. 20 to Rs. 25. 


y. — May i ask you if it is {lossilde to have curing and gtading done 
in his own village? 

.1. — That is rather a difficult thing. There will he the diffittilty about 
the space required for attending to this woik. Hiere is also the want of 
knowledge on the part of the ryot. He should he taught to j>ick and choose 
the right leaf. 


t 


-Has not the 
-No. 


Agricultural J)c^partlnent taken u]> the matter? 


Q — To w'hat extent have the co-operative societies hel|M*d the ryots? 

A , — 1 am not in a position to toll you anything about the co-oporutivo 
Department, 


Q . — Do you not think tiiis is a matter in whidi the co-operative societies 
could help a gcKxl deal P 

.4. — 1 do not know what help they can give about cuiirig and grading 
hut they can advance money to the lyots. 1 should think that it is a mat* 
ter more for the Agricultural Department. 

Q . — So the price depends on the curing and grading? 

A , — If the new methods are adopted in regard to curing an<l otlier 
things, you will l>e able to get lietter prices. 

Q , — You want the Departments of Agriculture and Co-operation to 
help in the matter? 

A. —Yes. 


The Chairman: Are experts employed in the various firnm? 

A, — ^ere is only one expert for the whole of iny district-^untur. 

Q . — Is he an ex^rt on the growing of tobacco? 

A.— Yes. In raising seedlings, growing, curing, etc. But there is only 
one I find employed by the I.L.T.D. Co , Ltd. at Guntur. 

. — For making a good profit there should be grading, is it net? 

. — ^Yes. The expert should do it. 
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0 . — Where in tlie expert r' 

A. — The expert is not there but there shouiil Ik* one to attend to the 
grading work. 

Q . — Where ean the co-operative societies get them;' 

A . — They must bo trained by the Agricultural r>epartment. In the 
Puna Agricultural farm there is an exf)ert. J have j^en some of their 
bulletins and in one or two they have given splendid information. Some 
of our men should l>e sent to Push for training and then come hack. 

What I want the Agricultural Department to do is to lieli> in the 
matter of raising tlic i>a.rticular quality of tobacco for cigarette. The first 
thing is the colour. Colour can ge got hy certain pro(*.esses of manuring 
and curing. Manuring helps the burning quality of tohacc-o. Potash 
manure helps, for instance the hiirning quality. Colour can be got merely 
hy curing at a certain stage. Only ripe tobacco leaves should be picked 
up, and exposed to the sun and air for a certain time.' All this helps you 
in getting the right colour. The next thi!)g is the burning quality. As 1 
have said already that is IicIikhI by the use of pro|>er manure as for in- 
stance potash. These things our ryots do not know. They simply cultivate 
the land and sow the seedlings. Natuially there is no good burniilg quality 
nor is there any colon?- or good flavour. 

Mr. Thomas ; Can you tell me whether it would pay if the ryots are 
taught how to do all these? 

A . — Jt is a matter of deinonstruiion and the lyots will take to that. 

Then cei-tainly it would be very paying to them. They should he taught 
what to d<;, how to get the [)articular quality, that is a quality coupled 

with colour-, burning (juality and flavour. Then they will certainly be 

able to get a better’ price and be much better off. 

Q. — How do you get yeui- advances on the bills of lading? Do you find 
any difficulty in the iiiatter ? 

.1 . — There is considerable difficulty so far as nu>ne\ matter is concern- 
ed. Generally there is a i-eluctance to advance money on the part of the 
indigenous hankers, 

0 — Do you deal vvitii the exchange hanks? ^ 

.1. — Yes. The facility for the local ryot is that he can a])]>roach the 

loc’al hunker- or Marwari or any other- individual and get advance without 
mucJi of trouble because the local banker- only looks at tire status of the 
man and the rate of interest and also he is prej>ared to risk something, 
whenuis the exchange banks have got certain rules and coitain restric- 
tions and upless they are satisfied they cannot advance. That is a great 
handicap to the ryots. Also there are no exchange banks in the mufassal. 
It is only in Madras, Bombay and Calcutta tliat you have got the exchange 


me whether it would 


if the ryots 


handicap to the ryots. Also there are no exchange banks in the mufassal. 
It is only in Madras, Bombay and Calcutta tliat you have got the exchange 
banks. 

Q . — Tf the other tobacco merchants are able to get capital easily, why 
not you ? 

A . — The bigger firms, like tiie Indian Leaf Tobacco Company, have got 
their own capital and they arrange with their liondon office to keep several 
lakhs of rupees always to their credit. They have got their own capital 
in England ? 

Q. Can’t you raise your capital locally? 

4 — Not from these barrks. We can raise only locally. 

Q . — Why do you not go in for key loans from the Imperial Bank? 

A . — 1 do not think that they advance because W'e have no godowns. 

O . — Have yon no godowns? 

A . — Like other produce it is not safe to stock tobacco. Tobacco is a risky 
thing to keep. As it is now-, the tobacco from the ryots is liable to deteriora- 
tion in quality if it is allowed to remain even for a year. The 
l>anker wdll only advance on such tobacco Rs. 30 per candv for a quantity 
which will fet(h Rs. 100. This amount will surely not help the ryot much. 
The risk which the banker undertakes is great and he tnerefore will not 
advance more than R.s. 30, because the ryot does not know' how' to cure 
the tobacco, it inay develop mildew', and then it may burn up and thus there 
is much deterioration in quality and also in value if it is kept for a long 
time. 


f . — Can’t you give collateral securities? 

. — ^We can give. But what collateral s€ 


i.— -We can give. But what collateral security can the ryot give? He 
has got only his land to be given as security. 



. — But witli regard to druwiug money, how do you iuauage it}^ 

. — 1 raiM 3 credit by means of what 1 own by way of housos and laud. 


. — You say that there are ouly a few buyei-s of tobacw^ 

— 5^0 far as export to England is concerned, there are only very 


few. 

Q . — By that reas<m do the ryots sulferi^ 

A . — 1 do not think they suffer on that aceouui, because the quality 
of tobaco cultivated by^ them is such that it is largely purchased hy the 
exporting firm. 


. — Which tirm is that? 
. — l.L.T.D. Company. 


y. — Is there not the imperial Tobacco Company? 

A . — 1 iindeistand they are all one under oi# inanagemeiit though tiiey 
are given different names. They are trading in different (Onlres and (‘juh 
has got its own part of tlie work to attend to. The I.J...T.1), Com])Hny is 
interested only in <*ultivating and se<‘iiiing tho U‘af. TJiey supply tho leaf 
to the Peninsular Tol>ac<‘o Company who attend to the nianuia^'ture of 
cigarettes and the British American Tobacco C'oinpany actually' sells the 
cigarettes manufactured hy the Peninsular Toliacco Conii>any and each 
shows the [irotit under that jiart of the business. AH tiu'se conipunies are 
under Board ol Directors interested in oiu* another. 


Q. — Can’t you Iniy as they do? 

A . — I am not even a thousandtli part of the I.L/IM). Company wim 
can corner several thousauds like me in the market. J am only a |»oor 
purchaser ami my' purchasing capacity' is very veuy small compared to tho 
purchasing cajiacity of the I.L.'IM). Comjiany who can })urchase for even u 
crore of i upees if they want. 

Q . — The cultivating ryot is to a certain extent ilejieiulant to tlie biggest 
purt‘haser and therefeue if the liiggest purchaser restrict his purchase, tho 
ryot will sutfer ; is it not so ? 

A. -Yes. 

Q — Do you know of any method by wliicli that difficulty could he 
UA'oided ? 

A . — I think, if there is competition it will he heller for tho ryot. 


The Cfuiinnan : Is there anything to prevent the ryot from growing on 
his land any crop that lie wants? 

A . — There is no other coniimxlity that will fetch a ready (ush sale as 
toliacco. But some of the ryots of late are finding difliculty, because the 
firms who have lieen giving good prices heforo are now' cutting off their 
prices. They have therefore taken to groundnut. The groundnuts for the 
first two or tliree years were iiaying very nicely hut now' their xirice also 
hivs fallen. 


Q . — The ryot could grow anything else? If the i>rice of groundnut goes 
down he could grow tobacco. If the [Mice of tobacco goes down, he could 
grow something else. Js that not so? 

A. — Yes. Chillies he could grow. That is a commodity which is suxiplicnl 
by the Guntur district to the w^hole of India. 

Mr, Thomas: Who distributes the see<l? Is it the Company? 

A.— Yes. 


Q . — Do you think that the comiiaiiy is distributing more seed than could 
reaaily l>e profitably sown? 

A. — They are only suiiplying a limited quantity and tliey do not sujiply 
more than will meet tiieii* requirements. It is liecaiise if they give moie 
seeds the ryots might sell their produce to others. 

Q . — Are all those who take the seeds in a iKJsition to find a ready sale 
for the whole quantity that they are able to produce 

A.— Yes. 

. — There is no difficulty about that? 

, — The difficulty may not be much hut there is some difficulty. 



Q . — The Chairinan road to you a passage from a memorandum in which 

it is stated that the ryots put to inconvenience in marketing tobacco. Is 

it true? 

A . — They must aJso stand to some inconvenience. Suppose five of us 
are the buyers and the seller comes in the morning to one of us. The 
quantity he wants Uy sell must l>e dumped on the ground first and allow it 
to be examined and after getting the lots sold get the amount. All this 
means time. 

-Why are they complaining? 

L — 1 do not think that there is any meaning in their complaint. 

Q. — C’an’t we find means of avoiding that? 

A . — You have perhaps no idea of the difficulty. If a thousand bundles 
have to be examined, where is the space to part your 150 carts which will 
he required to carry them. Again, lor dumping a great deal of space is 

required for opening and ^amiiiing each bundle because it is not a ques- 

tion of merely taking the bundles and weighing them and paying the 
money. 

Mr. Thomas ; Don’t you think that co-operative soc ieties can organize 
this business? 

A . — 1 do not think it is possible. You must have big depots. You 
must also have big open spa<*e for passing tlio tobacco and must have a 
re-drying plant. It is not possible for the co-operative societies to arrange 
all these to organize the business. 

Q . — Suppose co-operative societies have their own godowns and all the 
appurtances needed? Will it not be possible for them to run the business? 

A.—lt is not a question of having godowns only. Ever so many other 
factors also are necessary. There must be sufficient open space to examine 
all the tobacco. Suppose about GO carts carrying bales of tobacco have 
come. These must be examined and unless you have large open space for 
these carts to stand and dump in the.so bales, you cannot inspect the 
goods thoroughly. The whole business, in fact, is of a highly oornpiicated 
nature and J do not tlimk that it is possible for any (o-operative institu- 
tion to organize this liiisiness. 

Q. — Then, how do tlicy manage in the matter of groundnut.^ 

A . — As for groundnut it is a different matter. First it only occupies a 
small space. It is put in ordinary gunny liags and no large space is re- 
quired for it at all and no nc'cd to examine it as it is done in the case of 
tobacco and moreovoi the bags can be piled one upon anotlicr. 

Q . — You know that co-operative societies undertake cotton marketing; 
and cotton takes up a good de«al of room. 

A . — There is much dilierence between cotton and tobacco. When a cot- 
ton hale is thrown down you have not got much wastage. In the case of 
tobacco it is not so. Y\)u have got iho butts which very often crumble and 
fall to the ground when the tobacco bales are rudely thrown down and 
examined and the ryots are very careful about these butts, because it adds 
to the weight and gives a few annas more for them. 

Q .’ — It is all due to want of organization, is it not? 

A.— Everything depends upon organization and an efficient organiza- 
tion makes any undertaking a success. 

0 . — Are not c*o-operative societies the best agencies for such organization? 

A. As I have alieady said, it is not poissible for co-operative societies 
to arrange and help this business. The whole process is difficult and re- 
quires expert knowledge and experience. From my own practical experience, 
I am of opinion that no public organization can undertake to organize 
and help a trade of this nature. 

(The witness tlien withdrew.) 
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M.RJEly. SAMI VENKATACHALAM CHETTI Avarjjral. 


Oral evidence. 

The Chfiinnan : You arc diicfly tlealing in clnllios? 

A. — Yck, and also in grains aiu! otlior produce, etc. 

Q — What is the nature of your hu.sine.ssy 

.4. — We are (commission agents. 

(J . — Do you huy direct from ryots? 

A . — Sometimes wo do, hut mostly through commission agents. 

Q , — Are you doing hirsiness in Madras or have got hrarnhes in the up- 
country ? 

A . — In Madras only. 1 have no hran(‘hes elsewlien'. 

Q , — How does th<* produce reach you? 

A . — The ryot in the miifassal sells his produce to the commission agent 
and the comrinssion agent ex[)()rts the goods to Madras for the purpose of sale. 
We sell sometimes to local merchants and sonietirnes to ex|K>rter«. We take 
our commission and soinotim€»s advance money upon the goods wo receive; 
otherwise we M*nd the account sah\s on the lialance of money that is due to 
him, 

Q. — To whom do yon sell the gtsKls? 

,4. — To the retail dealers in Madras an<l to the commission agents who 
appear on behalf of mnfassal consumers. 

Q . — Your l)usine.ss. J suppose, includes little or no export trade? 

.4. — Yes, Our business one of purchase and redistribution. 

— How do you finance your husineKS? 

A. — We generally advance about 75 to 80 }>er cent of the market price of 
goods to the commission agents who send us the goods. Bometimes Uie ryots 
themselves send us their jiroduce directly. 

Q — What is your security? 

A. — The goods theni.selves are our security. 

Q. — How’ do you get hark your money? 

A. — By selling the goods to the retail dealers and to any purchasers here. 
In this way we recover our money slowly. We sell mostly on credit. 

Q. — Then you take the risk? 

A. — Yes, we do. As soon as the goods are sold, we remit the balance 
amount to the owner of the goods. 

Q , — How do you remit the money? 

4, — Sometira^ by payments on hiindis drawn against and sometimes by 
insured post. 

^ — Do you receive payments also in the same way? 

[ — No. We send our own men to each of these bazaars for collection daily 
and sometimes weekly. 
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-Do you get hills for diftcount? 

L. — No, we do not deal i?i bUlR. In the first place the amount will f>© too 
fiinall for the pur|>oH*‘ of discounting hilig and in cases where large amounts 
are involved, the merchants will lye unwilling to have their hills discounted, 
and moreover they do not makc^ payments ])romptly on the due date. 

Q — | 3 y investing hig suni.s on go^)ds and selling them in retail on credit 
do you not tie up a large capital? If you could evolve a system of credit by 
bills or some such form, would it not enable you to enlarge your business? 

A. — Tf the hills of whatever value thc^y make are acc*epted by the banks 
and monit*s advanced on them, })oth on the security of the i>erson8 who dis- 
count the hills and against whom they are discounted, they will certainly’ 
facilitate our business, hut ]>ayment ought not to he ])ressed on the due date. 

Q.^~Why? 

A. — Hecauso it would )>e a great difficulty to the merchants. 

Q . — But would it not he more difficult for them to repay the whole amount 
all at once at some future time, if you do not press them on the due date and 
allow them to grow slacker and slacker? 

A. — Tf we press, it will result in this. A number of people who are now 
trading will disappear. 

Q. — Do you Uiink that it is a had thing? 

A . — ft may not he a liad thing in one .sense, but it will he had in another 
sense, hecanso the competition will he restricted. 

Q. — Then would not your husiness he more effective then? 

A. — Yes, but it will prove a great hardship to the traders. 

Q, — Don’t you think that non-payment on the duo date is merely due to 
the slackness of the merchants? 

.4. — T should think that the merchants themselves experience difficulties in 
their turn, 

% Q. — But T would suggest that a great deal of non-payment on the duo 
date which is a marked feature of retail trade here is very largely due to 
slackness ? 

A . — Then in that case you will set a ))remium upon such merchants who 
can command go<Hl capital, because in such ca.scs they will finance the whole 
trade without disc'ounting the hills. The retail dealers will naturally feel 
disclined to enter into competition with the hig merchants; and if they liave 
not money readily on hand and if Ihey are insisted on to ])ay on the due date, 
they will naturally disap})oar from the husiness, whereas a hig merchant who 
has a large amount of fluid capital allows credit for a long time and incieasea 
his husiness. 

Q — My point is that by not insisting on your retail dealers paying piompt- 
ly on the du(> date, on the ground that it would cause difficulties, don’t 
you think that you encourage them to greater slackness? 

.4. — Not exactly so. hut there are some people who with a view to evade 
int/erest merely put off payment, though they may have the money and though 
they can pay ])rom()tlv. Tn those cases, insistence is quite necessary, hut in 
most other cases it will he something like the Sword of Dam<x*les with re- 
gard to these hills. When they think that they have got to pay the next 
day, tliough they have all the means to pay, the very feeling that thej^ must 
pay at any cost put them in .somewhat a great inconvenient position. 

Moreover, supposing a merchant has got Bs. 5.000 on hand on a parti- 
rular day and if there is some tempting husiness on that day by which he 
could earn some more profit, the feeling that he should meet the hill on the 
due date will act as a serious handicap to the development of his business. 
This to" mv miud appears to he the difficulty in the way of introducing any 
kind of hill sVvStem. 

Q — But don’t yoii agree that the failure on their part to m^et the hills 
on the due date under the feeling that they could not pay is a Ihore serious 
handicap to the development of your husines.s and that it would result in 
a reduction of credit? 

^ — ^Yes, hut it is not always the case. There are a number of retail 
merchants who might find it difficult to meet the hills on the due date, if 
they are not able to collect from the people who would have bought from them, 
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J . — Have you any ex|>erience of the workii^ of co-oi>«rativ<i stK'ietiesP 
. — Not much, except reading aeadeini^aDy, noine literatui'o on Ih# 
anbjeet. 

Q . — Would it l>e advantage<iU8 to you if you put your goods into soiiie gtKl- 
own and get adv^ance on it ? 

A . — It is not iM>ssible, lK?<'auHe we ai'e selling our goods to very snmll 
merchants. 

Q . — You are receiving payments to some extent by liundis. Do \ou not 
make your payment by dietpies^ 

.t. — No, our business houi*s do not permit the use of clwHiues. We In'giu 
our business at about 6-»i0 or 7 in the morning and cUksc it at J) p.in. Our 
collections are made betwtH^n 7 and 9 in the evening. We cannot tluox'ioio 
send them to the 1)ank. , The next day we have either got to t)ay huiidis or 
make remittances. Sr) there is no possibility of ch(><]\ies being used, 

Q. — With I'egard to payment in the mufassal can you not issue^cluHjiuss 
A. — It is not possible to send clitHJues to inufassal agents for the mutassal 
commission agents should have a hank ac<‘ount in the l(K*al hank. Then' 4ire 
cto-tain agents who liave accounts in the l<Kal hank and in tlu>se cases we gcn<»- 
rally do so. But 1 find that the .syst<‘m of cheques involves unnecessary rielay 
and entail a lot of miner*essary corr<*spr)iuieiusi and t7‘oiil)le which imin\' of 
our agents do not like. I may qur)tc a nuniher of instames wheie ttu*rt' 
have Ikhmi unnec'es.sary delays ami trr)nhles. Om*e I got a chcHjue fi-oni the 
Sun Life A.ss\nancc ('ompaiiy of Canada drawn on tlie Mercantile Hank. I 
sent the cheque to tin* Indian Ifank and wanted to draw on that. 'I'lu* 
Indian Bank saitl that they could not allow me to diaw upon that excepting 
on the amount of credit capital I had, and that they rsnild not take that 
cheque into account. There are various other iirstancM's. where there have 
been eonsid(>rahlo (‘oiar^spondmiee and delays. But on the other hand if 1 send 
money by insuran(*e this afternoon, to-morrow it reaches our parties. ^ 

0. — IJow inueli does it cost ymi if you send money by insuiuHl post? 

.4. — Annas ‘2 for every Rs. 100 and annas 1 for the env(do]>e. 

Mr. Hrarsofi ; How much do you send at a ti?nc? ^ 

.1 — Al)out Rs. 2.0t)0. 

(^. — Do you send half noi<‘s? 

A. — We do not. We cannot insure half notes. Half-notes could only he 
sent by registered post. 

Thr (luinnuni : What kind of hundis do you receive? 

A , — Tile liundis we get aie different from the ordinary hundis. Wc get 
darsana hundis. Tlicy aie inori* or less iti the form of a U*tter with an anna 
stamp affixed to it, 

Q , — From ^^'honl do yon get tluse liundis? 

4 — Fi*oni tile pioeegoods inerehants or some commission agent or 
export-trader or some other people who have to get money from outside. The> 
will try to adjust their accounts l»y issuing hundis. 

Q . — Do you also discount your hundis? 

A. — Yes, they are being di.s^•ountcd also at times. 

Q . — Can you tell me wlietliei- hanking fa<dlities an* lacking for developing 
y^uir tradt', and can >'ou suggest any improvement ? 

A. — Yes. we have not imieli hanking facilities. Here tln^ whole of onr 
lnisine.s« is financed hy tlirei' classf^ of j)eople. One is the private capitalist, 
the second is the Multan i or Afarwari or the .sowcar ami the third is the 
hanker. 

Nom' the tendency is that the hanks are lending large sums of money to 
these Multan is ami sowcars at a comparatively low rate of intei est. They 
therefore have a large influence over the Madras market now. They in tnrn 
lend out their moneys at higher rates of interest to the commission agents and 
other mef'chants. The frominission agents have no means of acc*eHs to the 
hanks ami to such of tl ^se wlio have any acci'ss to the hank, the conditions 
imposed hy liank for the loan are not suitable. In the first place the 
hanks think ^lat the system of joint signatures without any se<nu'ity whatso- 
ever is better than a single man giving some security. Supposing I have no 
securities to offer, if T (‘ould get another an with whom the hankers arc‘ 
prt*snmahly satisfied they lend money. Tf I offer my house, or )ande<l property 
or some other property, they do not look at th(‘ proposal wdth favour, ft is 

30 



284 


always difficult for merchants to get the assistauee of a co-obligator and to 
fuy niiiid it is a vei*>^ iinsuitahle arrangement. There are various other 
difficulties in seeking another merchant to stand joint security uuieas both 
desire to get the loan and divide hetweeu themselves and this, in turn, depends 
U|)on the financial stability of either hiisiness. The system of joint signatures 
works very hard against merchants and that is why I say the ordinary mer- 
chants are not in n position to get any facilities from banks. But thesi^ 
merchants could easily get any amount of money from either the sowcars 
or the Mnitanis by i)aying a higher rate, who, in turn, get any amount of 
money from the bank with tlie l(‘ast difficulty. TIiom? arc the difficulties under 
which our inercbants ai*e suffering. 

Mr. JfearMtn : Can yr>u tell m<^ whether the joint-stoek banks appreciate 
the difficulties ytvu refer P 

.1. — In the first place, the banks liave already got into tlie grove of think- 
ing that joint signatures ar<^ better than single ones and unless something is 
(bum to- relax this enforcement, our merchants and others who are in urgent 
need of money at times will always find it difficult to get any facilities fjom 
the bank. 

Q , — Do you not think that in the interests of the bank this rule should 
be enforced y 

.4. — It may 1 k\ but 1 do not think why from this point of view they 
cannot do so. 

il/r. Gopala J/cnoaiDo you thiuk that it is due to the want of banking 
facilities that people go to the Multan is and M arwaris for loan to carry ou 
thfur business? 

.4.— -Yes, it is liotb due to the want of banking facilities and a thorough 
ap])reciatiou of the difficulties of the moiehants on th(‘ part of tIio taniv. 

(,). — Do you think that when compared with other (‘ountri(‘s. wc havt' 
oidy a ridiculously small numher of bunks? 

A . — Ft is uiidouiitedly true. 

- — How arc people keeping tlieir savings, if there arc no hanks near at 

' )iaud ? 

4. — It all depends upon the class of population you are referring. 1 am 
of opinion that a very Iarg(‘ n\ass of populati<m hav(» iro savitrgs at all. Vakils 
and other- big landlords nho have money enough kmd out ou jcnvels, mor*tgages, 
etc. 

Q . — Tf there is a reliable bank at band will not people keep theii' savings 
at the bank? 

A. — Some of them 'at present lend their money on mortgag'^^s feiehing 
' higher- rates of interest than that allowed by the banks. 

— F wish t(» know where they keeji their capital or savings b(»fore they 
could find more profitable ])ropositions for investment? 

'4, — Ff tlioy have got facilities such as good banks near- at band tb<\v will 
l^ut it in banks. 

Q . — In what other ways are they keeping theii* savings now: are they 
l(X*king it up in theii- tills or investing it in jewellery? 

A . — Very few peojile lock up money in chests and f think this Ix^lief that 
wo are locking up very much in jewellery must he exploded at one time or 
another. T do not think there is much money that is locked up in jewellery, 
regard being had to the position of the man. 

Q — There must he a lot of savings in the City of ^faclras. What T 

want to know is wli ether all the people who have got spai-e cash send in their 
money to the bank as most people in other countries do. What arc the faci- 
lities that we could afford to these people? 

A.— In the first place I do not myself .see any trace of a large balam-c 
remaining with anybody. If so, it is eitlier given in mortgages or convened 
into landed properties or lent to merchants. 

Q , — Do you think that locking up money in landed or house property 
which does not fetch reasonable rates of interest is advantageous the 
community P 

A , — It is not advantageous to the community. But people sc^m to think 
it is prefernbie, this investment in landed property. 
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Q . — That pi>rha|».s is du© to want of'^baiUf.iiig [f ih<»v tiura goi 

a gtMKl iKink Hour at han<l do yo\i not think that they w ill put their nionoy 
ill fixed deposit's there:' 

[ — Taking the hank tlepo^it rate at 5 per ciuit, 1 do not think that land- 
ed properties feUdi more than I per iviit ; still ptnipk' jireler mvestmenl in 
landed propeidy to putting money in hanks. I do not think this is due to 
want of conhdeiUH* in hanks. Even if the liniieiiul Hank gives a per cent 
l>eople will invest in iunded projH'ities and you eannot say tliat people have 
no eonfideiiee in the Imperial Bank. 

</. — A largo mim)K*r of jKHiple are investing moiu .> in Goveuiment sec u- 
rities lieeuuse it is a safe deposit. Is it possihi * wh.vu tocue is a hig aud stiong 
hank in the c'ountry to divert more* moo 'v to hxevl ckpo Us and tlnrc hy iitilixo 
that money for the heneht of the commnnitv a whole 

.1. — I consider tliat sneh investment s ;ih‘ put in (hnenimeni seenntic's 
ai'o on ae<*ount of trusts, propcutic's of hig estate's, t'ic. 

f,/.*— But many vakils, nierehants and others inM'>t in GoveriMiient seeu- 
ritic's and in times of need tlu»v g<‘t aclvan<‘'‘s liom lianks on tin* sc'ciirity 
of these seenrities y 

.1. — I tliink tliey iinc'st it with tlie idea liuit tin: jn nc' will go up. 

(,k- — Granting tliat there are hanking facilities in tlu' ccamtry and that 
people would invest it in those' hanks, would yon prefer iomt-stock hanks or 
private individual hanks 

.1. — If the joint-stcM-k hanks are going to uoik in ilu' w a.\ in which they 
are doing at presemt I would prefer the private indigenous hanker. At 
present the joint-stock lianks arc' lionnd hy tin' rnic' ot tlio thumh. If tlio 
joint-sUak hanks would to a certain c'xlent rc'lax tln'ir rules regarding joint 
signatures and all that tin n I think they would he more heneticient than 
pi’ivale in()i^ iclual hiinkc'is. 

(,1. Do you not think that it jomt-stock hanks should justify tlu'ir eoidj- 
dem e tlic'ir aclininist ration sliould lie more' c arel ullx chc'c ked ^ 

.1, — I have no idea that it is not now protierly <-heckt'd. I tlmik there is 
proper supc'iw ision. 

y. - By what dejmrtint'ut of (iover nmc'iit 

A . — I think hv Hie Registrar of Joint-stoc‘k Gonipa ii ies. 

(^. — Does thc> Rc'gistrar of doint-stock (/ompaiiies c'xercisc' an> siipen ision 
over the lialancc' slieet or dcH''^ he only rc'cord it mc‘r<'l\ in his oHiceP 

.1 I think they lec-ord it in their otlice and do not go in for mcticuhius 
interfereiuo. 

(J. — J)o you tliink that this exists in this Presiden<*y only or all over 
India ? 

.1 . — I am not aware. 

y. — f rom wluit class aio they who exerc ise this control rcHruitedP I hmmui 
tliC' Snh-Hegistrars and tlu' Registrars p 

/I .—They are rwruited from gi adnates and law graduates and sometinwid . 
in termed iates. 

Q , — Do you not think they are not well educated or trained in eoiiimerejaT 
practiec^ of trade ciistontsP 

A. --They liave absolutely no idea of tho.se. 

Q . — So you eannot c'xpiKt that tied class ot otticc'is to e.Kercise stricter 
control over the joint-stock hanks far hettei tlian those who are c-onversaul 
with (commercial practice and trade cu.stoms p 

.1. — In the first phiee 1 should think that they have no aptitude' to under- 
stand the commercial side of the matter. Tiiey are guided hy the ride of 
tlninih. These men cannot snfluieiitly administer tlie section relating t<^ 
fraud, lialiility of directors and safeguard ilic' interests of the shandiolders 
and deiKisitors lieeause they had not had the necessary training in those 
directions, 

O . — Do you not ther^'ore think that a separation of the administration 
of the joint-<st<Kk companies from the Itegistration Department in this Fiesi- 
deiuy will t*antluee to greater c-onfidonce in joint-sicxk hanks and the promo- 
tion of any commerc'ial inveHtment on the whole P 

A , — 1 am not firepared to grant sneh a large thing to that legislation. J 
w ill certainly say tliat it w ill he more eflfic iently discharged if it is separAtod 
from the Registr ation Department, 



— Do you th#efor« mmik* reforms arc retiuireil in tliai 

diriK'tioii ? 

A. — I|eforins arc always welcome. 

Q . — Do you know whether the eoininercial comm unity ever ui>i)roaclicd the 
GovernJiieiit for that kind of reform ^ 

A . — f am not aware. 

Q — You have l>een in the advisory coinmitttH* of a l>ank although it has 
become defum t now. You know the conditions of joint-stock hanking. Do 
you think any <‘xtru safeguard is i(X|inrc<l to i)rotect the interests of 
dej>ositors 

A . — In a way I tliink the (lepositors are to l>e protected against tlie i>ossible 
nii,snjunag<‘inent of the direetorate. Now these <lirect^)r.s are elected. I think 
there jnust la* some other system of election than mere majority votes. 

1 mean is. we hear of the promotion of c-erluin spurious huuks 
and w e hear also of unexpected ii<jui<hitions. Such things should he stopjied i" 
4 — 

(^K — j)o ^^>u tlicrelore think tlial these banks sliould be biought niulcr 
the c<mtrol of t^ie C«overnment or to a central reserve hank, if it comes into 
existence, in regard to their aecH>unts and nature ol husiness and so on r* 

d. — That is true, hut my fear is such an arrangement w ill result in olhcial- 
izing the whole thing. 

— Do you not think tliat this checking hy Government is gocxl ? 

.1. — It is not an nnmixed hle.ssing any way. 

.l/y. Thuuum: What about the adcxjuacy of reserves jn banks}" Arc they 
adequate enough against the deposits rweived by the bank}^ 

^ — I think tlnyv are enough. 

//•. (tOpuJa Mriton: Do you think that there shoud be* aii apex liaukl" 
t. — Y'es. 

tliat case tlu'se smaller banks cun be made JcsjK)nsible to tlie a)>e\ 
in some way or other and what we want to hud out is how^ cau w'e 
’Siting out that co-ordination and control}" 

.1. — Js it your idea tliat these siiiallei- hanks should deiiosit soiiie atii(»iint 
in the reserve hank iii the shiipe of Government secuiities 

^ — AVhen these smaller hanks heeonie scheduled banks to the leserve bank 

the latter will be helping them with money. Is there no necessity for 
rendering such help? 

/I . — Y'es. 


[f such a thing is doiu* tiic reserve hank will help the siualk'r Imnkt^ 
in times of stress. Is it not? 

Such an ai rangeinent w ill also avoid the iiecessity ot keeping too imu'h 
liquid assets and also |)rematiire liquidation? 

A. — Yes. 

Q . — At the same time do you not think that tlie reserve bank should not 
eoinpete with the other hanks? 

. 1 . — Yes, they should not i-esort to that class of husiness which the joint- 
stock hanks are doing. 

— Do you think that the Imperial Bank which is considered to be a 
central hank now" or acts as a central bank can duly perform that function 

do you want a separate State hank to l>e brought into existence? 

A . — f think that the Imperial Bank w*ill at one time l>e convei*ted into 
a State hank, 

Mr. Hearson : If you make the Imperial Bank the State hank then wdiat 
would become of the 160 and otld branches of the Tinperial Bank? Do you 
think that most of them will be cloned? 

A.— -If the Government withdraws its support then some of the uareHiU- 
nerative branches will have to be closed dowm. But I think the head offices 
can act as i*eserve bank and the branches can do the same business that they 
are doing now" even though this means the change of the name of the head 
office or the branches. The head office can be caJl^ the I'eserve bank and the 
branches can retain the name of the. Imperial Bank. 



28 t 


Mr. (Jopala Altnoii ; It the is eoiivei^fed intu the ivserve 

bunk it means that it will have to give up tiertaiii amount oi hu^iue:^h whieh 
they are now doing, is it )u>t l>etter that a se|mrate institution is brought 
into exisUmee ahicli ean hu\>' equal relntionshii* with the Imperial ^fank and 
the otlier joint-stock banks r* 

A . — It the Government aiv going to institute anotlier bank lUH'i'ssarily 
they have to withdraw the conct^sMoiis granttnl to the Imperial Hank and 
that means that the Imperial Hank will b>se a lot oi its busings. They have 
neceHsarily to restrict their a<‘tivities. Then where diw^s the question ot 
(>oin|>etition come in :' 

y. — As you suggest ii the lm|Kuiai Hank is made the StaU‘ Hunk tlnuc' 
may Iw immediate ditticnity in finding other banking institutions to take up 
the l)Usiiiess. Tlial wtnk is at present done by the [m'|H‘rial Hanky 

A . — It there is a gap left uaiurally it will soon be filled in. It wiU give 
rise to the formation of so many jtnnt-siock banks. 

ij . — Hilt that a ill take time. In the meantime tbeic w ill lie dilUculty in 
finding an agency lor financing those transitions wliicb the Imperial Bank 
is doing now y 

.1. — I am nut quiie sine that the question of time is sucli a groat dilliculty. 

(J . — 'take it to be three years or fivj.* years y 

A . — I do not think the Government wdl w itialraw its moiu'y in >ne day 
nor will the Imiierial Hank deliver it in a day. It will take time; that is. 
it can lx.‘ done gradually and so there will be no onincKliate gaj). 

(J . — Do yon think that oui- temperament in tbt‘ country is such that wo 
will immediately start organisations to fulfil the iUHt'ssary fiinctionsy 

A . — If it coimss like that it is no question of tempeiament at all; it is a. 
question ol necessity. When you are stranded you w ill be comiielled to du 
'I'bt* resel l e bank w ill be tberi^ to give you all lielp. 

— You think people will come forward to start more banks y 

A . — 1 think so. 

— What is the rate of dividend some of these joint-stoek banks uii) de- 
claring Jiowy 

.1. — From 9 to 12 per emit. 

Q . — You also know tlie rate of interest cfiarged liy the indigenous bank# 
and mone.v-londei'sy 

.1. — Tliey chaige miicli more than the joint-sUxk banks and probably 
niik’li more than 12 |)ei' cent. 

() — What wouUl lie the rale of interest one would get without mueh risk P 
^ .1. — 12 i)ei cent. 

V. — Do you admit that these high rates of iiittoesl have }>een a sertoUni 
detriment to the trade and industry of this country y 

A. — Undoubtedly. 

y. — Hecuusc of that you do not find much money flowing into industrial 
concerns P 

A. — That is one of tlie reasons. 

Q . — Hiese high rates of inleiest will mjt he tolerated in such advanced 
countries like England and the Unitecl States of America. Is it 

/I. — V'es. 1 am aware t>f the instanee when the Hunk of England rate 
was raised by I per c^'iit tliere was such commotion that the hank waa. 
coini>elled to reduce its rate witliin a fortnight whereas here the Imperial 
Hank stands stuhlM^rn. 

Q . — Will it not take some time in India to bring down the rate of inter- 
est in order that joint-stock hanks may l>e staHeil at a »:ipid pace? 

A. — To-tlay I am not quite sure that the rate of interest is regulated by the 
mere question of supply (ud demand. You fix a certain rat<?, the ImjMjrial 
Bank fixes its rate and the indigenous hanker has got his own rates. How 
can you ac-count for the fact that they have nnuh (capital and still have high 
rates of interest.*^ 


Q . — The tlifftculty is how to get the capital for star-ting new hanks P 
.1. — IToii have to offer a higher rate of interest on deposits. 
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b , — Do you itiitlk tli«l the Multaumt MarHari>t aiul other iiuiii^eiioii^ 
bunkerH will Mturt joiiit-sio<*k hanks and otfer hi^ier rates of interest on 
deposits? 

/I. — It is just possilile. 

Q. — 1h there any other way in uhieh joiiit-.st<Kk hanks can increase in 
the country P 

A . — These higli rates of inter<;*st cannot stand long. 

Q , — You tliink unless competition is (‘leatetl you cannot bring down tiio 
rates of iiittnestP ^ 

/I .--Yes. 

(J . — Hut the question is liow soon we can cieate this coiui)CtitJon ? 

A. Jt all depends on organization and work. 

n — Will we g«‘i tliat commercial tirganization P 

.l. — We cannot Ik* doubting always. When once it is taken it is quitU 
easy. 

Q , — Are you for' restricting the investments of foj*eign insurance com- 
panies and exchange bunks in liidiaP Are you for laying ilow%ti}e i ule that 
alt the protith tliat they make should be invested in India alone P All their 
capital comes from outside India, their directorate is outside India but they 
taae away the prohts. Would you, therefore, imimso any restrictions on tlieir 
opera t ions P 

A. — Ckiitainly. If they ^^ant to do busine.vs in India a certain amount of 
tlieir ca[)ital must Ik^ in some Indian companies, 

g.— Will it not tlepend on the confidence that thev have in those (‘oncovnsP 

.1.— Yes. 

O . — Do you think they are not investing !\o\\ P 

A . — 1 do not thiuk they are investing their money in any Indian l^nks 
at any rate. 

g. — Tliat depends on the indiviilual mind. J a ill not go and invest mon^.y 
in a bank in whieli 1 have no eonfideneeP 

A . — IJnfoitunaUdy unwillingness to* invest money in Indian enterprise is 
iilways ascribed to tlie notion that we may have of tJie bank. Even nrnv we 
have not been able to oersuade the Government to allow inunicipalif ios to 
invest theii' money in the Indian Hank, but still ao know that the Indian 
llank is as reliable a bank as any vdlier bank in India. 

g. — So you want to impose some restriction P 

A . — Yes. 

• g. — The exchange banks have come here for a particular purpose, i.e., 
for linancing international trade. India has got dealings with all parts of 
the world and this international trade has got to lie financed. If you scare 
them away will it be possible to find substitutes immediately P 

A. — How' can you scare them awayp 

g. — By imposing restrictions P 

A. — 1 do not think they are so unhusiiiessdike tis to resent reasouabl^e 
restrictions. 

g. — Is it possible to find out any way by wdiich the surplus money that 
comes into India b 3 ’ way of balance of trade can be uti listed for the Iwmefit 
of the (immunity as a whole? 

.4, — If there is surplus money certainly it is possible to use it. 

g. — The halanee of trade is always in our favour P 

A. — Yes, I have l>eeii seeing it, but I do not know* in what shai>e it is 
coming, w hether it is in acutal bullion or . in some other shape. 

g. — Now* we are all agitating for rapid industrial i’fiution of the country. Is 
it possible for us to find out a scheme bj* which this money could be drawm 
for the lienefit of industries P 

■4 A , — Unless w*e examine the tarift* list, it is not possible to say anything 
with regard to industrial develojunents. It depends upon the w’aj^ in which 
3 *ou levy your duties. Unless it is regulated it will not be possible for us to 
make some improvement in industries. 



^ thei^foi^ want to uitraci more money to iiidustrit'^h by rnisin#? the 

tailff and to help tiu* iiistitutioii t»f Indiistnal banks to Ik' sU'rUslr 

hi possible to improve the indigcMmuh industries by giving pn)tcHv. 
tion against foriegn trade. The t'oiisuiners in the long run will Ik? lienehted. 

Mi\ Htitrnifu ; Do you think that further development of banking is 
rixpiired for agricultural aud industrial purpos^^sp Which has got the greater 
ne^ ? 

/I. — ‘As at pivMMit it can only help the*agriculturisi. 

41 t?, — you suggest any other Imnking facilities for industrial r*oiU'ernKp 
— In the first placi' there aie not many industries \vhi<*h i'equii*e money. 

Q . — ‘Is it not the ease that a great many tradei*N in Madras particularly the 
Chetti (sunmunity invest their savings in lands and house propiutie^P 

A . — It Is no d(>ul)t true that when people find some money its haltuue in 
their safes they invt^st it in lande<l properties. 

(J).— DtH's the nuMchant k(M»p his (‘opitai Huid or trade beyond liis fluid 
means? 

*1. — Tl a merchant has got too much of hrs cai>ital lo<'kcd up permanent- 
ly in land he is ajd to trade Ixyvond his means. 

Q.~ — I)<K*s it give |)restige t<» he a land owner? 

.1.“ -They wonld lend sums on lamled property or house property. 

Mi. Th nnins: Marwaris ami Multanis leml money in Madras, do they not? 

A.-— Indian rnom'v-lendcrs invest their inonc\ in tlie landed property in 
Madras. 

Q . — Do indigenous hankers properly so culled acquire land? I slioidd have’*- 
tlionght that merchants did -so principally 

1. — All merchants, 

— You know that c\chai\gc l>anks talu' considerahlc amounts of deposits 
in India. Is tliat not a reason for exerting .some local -coiUrol over them? Are 4 
y^u auare tliat in c('rtain otinu' parts of th(‘ Empire some of th<‘ excliange 
hftUks are not ev(*n allow (d to open branches? 

.1.“ ! am not aware. 

(K - fit regard to joint-stock hanks \on sa> that they hsik n()on the Indian 
businessmen with suspicion and that they ar(' not helpful to the logal , 
merchants ? 

I. --Wli.\ '.uspuioiis 1 almost h4‘lii‘ve. 

0. — What are tlie reasons for vour helitd ? 

1, — With regard to foreign hiniks thev look upon the Indian husinessmen 
with suspieion, Tliev think that the Indian hnsirn*Hsmen an* not as straight- 
forward and lionest as tin* European inerehants. They are ven’ coirservutive 
in their natiiie. In regard t(» Indian hunks tIu* (‘opiplaint is that these hanks 
itfhiitart<*d h\ persons wlif) have amassed waadth and that .'h(*y aie not able to 
appreciate in what particular way thev can a(‘(‘omniodatc hnsinessnien. 

Do \ou timil; that tluisc Inmks should lend without th<‘ security of a 
joint signature? 

A. — It is a known fact that tlK*se im‘rc!mnts have* got mon* of land. Sup- 
posing a merchant whose title dee<ls and lambx! property is worth about fifteen J 
thousand rupees takes ten or fifi<‘en tlnnisand rupees on pixr-notes repayable 
at the end of three montlis wdiei'e is the difficulty for the Indian moiiey-h*nder 
fo advance' money? 

f,).— Hut landed prop<*rtv is not a fluid investment? 

A . — You are actually liaving that property as a mortgage. You give a Joan 
of ten thousand rupees to two persons who are husiiu'ssnu‘n on joint signaitm*. 

7 hev should pay it on a |>nrticular date. If the first persfin wdio had taken the 
mom*y cannot pay the ine?*ey on the due date, the other one should pay it. 

Q . — You think therefore timt even double signature i,s not sufficient 
security? 

A . — T W'ould rather prefer two signatures. There are nierehautK who whl^ ' 
not lend oven if the mei^hants have got their goods. It is possible for tto 
merchants to show their title deeds and to raise loans from hanks. The hnnkit 
insist upon putting the heard, It is ef»nsidcr«^l to he derogatorv. 
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Q , — ^What ifi ihe harm in putUpg tKfti|;,^h0ard? JUi reimjft foil . 

at a low hitefestP • 4^. 4* tl . . 

*4 . — It maf l)c. /When we can get money hy other in«»n» .withoiil ^tbis 
publicity, why rthoiild we go there:' ^ 

the world over, particularly in ( oiiiinercial (*ountries, we find loans 
«|being raiHed in that manner? ^ 

A. — That is true, Tliat kind of change has not c^onie for the Indian. 
After all me must respect the prejudices of the t*onntry. I do not ^ijpk wa ' 
need go so far as that. Merchants are dealing more in documents^taan^in 
cash, ff it is a large amount that is involved, then perhaps we may a 

different view . Supposing 1 have a lakh of rupees. I want twenty thousand 
rupees more. If 1 put a hoard I am ereating an im[)ression that it %;mort* 
gaged to the hank. That impression must not he created. 

Q. — ])i> yon tlnnk tliaf fjn ilitie> lor internal trade are ample In this 

<|tiirftry ? 

— They are getting restricted 

Q . — What are the causes? 

A . — The question of shyness. 

Q . — Do you find diffieulties in remittame ol money? 

4 . — Thev charge a high latc ol interest on discounting hnndis. ^ 

iQ. — Do yon think that co-operative (‘entral hanks can undertake that wa|K ? 

^ A . — The co-operative central hanks can do. 

Q . — You are aware of the disparity of the lni])er){i! Bank rate and the nini^ 
ket rate for loans? Hom do >ou account for it? 

4 . — The money-lender has got it from the fniiKUial Bank. He has got 
his own restrictions to make his own profits. 

Q , — Ts there any jxissihihty ol the middloinan’s jnofit l>eing reduced? 

4 — Pi*ovide<l the hanks deal directly w illi tlio merchants. It can ho made 
fluid l)v insisting on payment on the due date. The Imperial Bank should he 
.precluded. 

Q. — Do YOU think that the rules should he changed? 

.4.— Yes. 


Q , — Do you deal di]ect]\ iiith the rvots who cultivate chillier? Do you 
make advances to them? 

• Yes. 

Q . — On what stipulation do yon give loans? 

.4. — On receipt of railway receipts we give tliorn money. 

Q . — Yon do not give loans for cultivation purposes? 

A . — We used to give formerly. 

Q — What interest do you charge on them ^ 

4. — 12 per cent. 

Q , — r suppose your dealings are through the commission agents, 
r it on their own responsibility? i 

A . — They buy it on their own responsibility. 

p . — They also lend? 

? ^ 4 . — They advancf* money to the ryots even pievious to tlie ai rival of th(‘ 

" think that there is any injustice in the matter to the ryot? 

4. — Now the ryot is conscious of all things. 

* ' Q . — The ryots who took loans are hound to sell the piodnee to tlie leiu’er 
and possibly at stipulated prices? 

.4. — Hitherto all these things were existing. Even tliongli the iwot has now 
lirt^eome well informed he does not care. 


<?. — Have you examined the weights and measures used in the inofussil? 
4. — There is no cheating. 

Q . — I know that cheating is taking place in certain places in the North? 
4. —No, 


fat w 4^/~^What deduction do you make in the market price when you buy from 
Hhe.»yotsP I . . 

^ — All depevids upon the market rate. If the market price Bs. TOO, T 

*|l^n(‘t Bs. ^ and give it to the merchant for Bs. 97. 
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>t^4;^U[)rieo <k>eci tlie ultiutate cnjutiumer of chillies buyy 

A, — the tifine it peaches the oaiisumei* it would Imi¥ 0 iucaeased hy 10 per 
c4uClrom I>Tice at which it was originally sold lit tlte place of production. 
-Excluding railway charges;-* 

-Ves. 

Q . — Do you not think tliat then* i> much disjianty between the price thil 
tlio etiltivator gets and the price that the (Consumer jmysr' 

At^There is about 10 per cent. This will go in the shape of coimnissions 
and •'ptofits to the intermediaries, i think 20 per cent is consumed by vhe 
raitauy companies. 

O.^No otliei (liai'gcs 

A, -So. 

Is there any misius ot reducing that dis|)arit\ 

— Kxce[)t h\ the leduction of railway ehaiges there att' m) otlier n>eiMi>^- 

Q . — Is t!ieri‘ no way for the ryots to organize thmnselves and sell thoir pio- 
(luce through co-op(M‘at iv(‘ societuvs;-" 

%.i . — 'Diat is a tiction. 'they seem to think that tlu‘y can do v itliout ifll. 
kit6|ni (‘diary man. I do not !k‘1u‘vi‘ in it. h\)i* instance 1 will numtion a cane. 
^Last W(H‘k (hilli(‘s wei(‘ dear in Madras. I'lum there was no po.ssihility ill 
^0 fniddleman interiering. rhen we got about .‘>0 waggons from the Punjab 
land lowei-ed the pi ic<‘s )>y Hs. lo per candy. What is after all that wie 
Triplicane Tilian ( 'o-o|iera tive siaiety is doing. It is ne(‘t»sNary to hop'ow 
^from the place or the middleman lime. 'Pliey know that tlie price they nar^ 
'to jiay at tlie j>lac(' of production is ratlu*!- higher than what they hav« to 
pa\ loi tlu' iniddloman. 'the ly ot is anxious to s(‘(' that )rs goo fs a r^t* v|^ 
away and to get liack his money. * 

(J . — Do you uot think that the corporation can do some holp';^ 

.1.-11 you sli<)\ (‘ out th(‘ middleman from this harmless avocation what i« J 
ii^ tiiat you arc going to provi(h‘ for him?* 

f,^-^There is no industiN to lean upon?* C’oukI lu‘ not h(»come tlUIr 
prod lice r ;•* 

.1.-- How c(mld lie?* 

(,>.- ln your iKnsonat dealings, what kinds ot ch(‘(|U(‘s do you nsi'r* 

.1.— \ ery litth' as comjiared to tin* cash transactions, 

y. — Is th(‘r<‘ no m(*ans o) incieasing the clnspie lialiit and thus makl'llg 
K<‘rvicealdc 

.1. — 'Dk' hanking hours ought to he changed. Tiier(3 must la* at leasi f(‘r- 
tain hranch(*s opmi wliich \Mnk during mornings and evenings. We close our ?* 
own shops and go away at night. Hanks dost* tludr doors for rta/eipts Hind 
deposits at d p.ni. Sonu* of us close only at 0 p.m. Wt‘ do not get anytliing 
h(*fore d ji.ni. 

The ^'hoin/ifiii Tin' staff must work very Iat(' at night!-* 

* ^ A^~ Yes. ' ' 


t/Idie w itiKvss tium withdrew.) 


'Idu' ('ommitt(‘e adjourned to nnnd again at 
damiary Htdf) at Madura. 


a.m. rtn d'm'sdav. the 2feth 
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Tuesday) January 1930. 
MADUBA. 


Present : 

Mr. H. M. H(X>d, T.C.S. {Chairman), 

Mr. P. J. Thomas, m.a., b.litt.. pu.d. 

Mr. C. Goi^ai.a Menon, m.l.c. 

Mr. M. A. Muthiah Ciikttiyar, h.a. 

Klian Bahadur V. Hameed Stetan Maricaiu Sahir Bahadur. 


M.R.Ry. O. R. M. M. S. M. SEVAGA CHETTIYAR aliaa 
MANICKAVASAGAM CHETTIYAR, Chairman, Union Board, 
Devakottah, and M.R.Ry. T. A. R. C. T. ARUNACHALAM 
CHETTIYAR of Kandanur. 


Oral evidence. 

The Chairman : Mr. Manickavasagani Chettiyar, you aie Union Board 
President, Devakottah, are you notr' 

4 — Yp«5 

O , — Are l>oth of you doing the .same sort of husiness? 

i4. — (Mr. Arunaehalani Chettiyar) I am an ag(‘nt of the S.B.^f. firni in 
difl'orent places in Burma. 

O . — Where is your headquarters? 

A . — Formerly in Mandalay and now in llangoon, 

(J . — Are you tlie local agent of that lirm? 

A. — 1 have got iny own hu.sines.s. 

Q — You are not carrying on any business in Madura? 

A. — No. Only in Rangoon. 

Q . — Is your headquarters hero? 

A. — Yes. 

Q . — What is the nature of your business? 

A . — Banker. 

0. — On what are you lending? 

A. — On pei-sonal security, promissory-notes, hundis, liyi>othecation, mort- 
gagey against hills of excliange, title deeds as well as on stock-in-trade. 

“Mr. Sevagam Chettiyar, is vonr business also the same thing? 

.—Yes. 

Q . — Where is your headquarters? 

A. — At Sholavandan. J have got a branch in Malaya also. 

— Is your business primarily money-lending business? 

A, — 1 am a banker. 

“Are vou trading? 

“No. 

. — What does your business consist in? 

Lending on hundis, promissorj^ notes, hypothecation, mortgage, etc. 

For what purposes do you lend money? 

. — ^For trading, to merchants. 

But principally for what? 

-1 lend to agriculturists also. 


t 
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Q . — Do you lend on paddy? 

A . — Yes. 

Q . — At what rate of interest? 

A. — 15 per cent. 

Q , — It is a safe form of business, is it not? 

A . — It is a gowl business. It dot's gootl to so many of our i>eople. 

O . — Is it go<Kl tor Nattukottai Chottis onlj or for traders? 

A . — For traders. 


Q . — Why is it that so many Chettis do more business in llurma ami 
Malaya, l)ut not so inucli in Southern India? 

*4. — Formerly wo were doing much business iiero but owing to diftieulty 
in rec'overy of loans and persons deelaring insoivemy we have diseontinued 
iuoi ‘0 or lo.ss our Inisiness iiere ancl extendcMl our business there. There is 
also great complexity with regard to encnmbi ances, inheritance, etc*., liere. 

(J , — I want to know what is exactly at the bottom of it? 

.1. — The delay in getting deci-ees from the c-ourU and in realizing tho 
money in Southern India. 


Q , — Do yo\i get decrees as (jijiekly in Hurma as in Madras? 

.1. — Even without going to ccnirts there is more ehanee of money being 


realized 


y.- Are tilt' agriculturists more honest there and do they lejiay tlieir diH>« 
more regularly? 

.1. — 'Die main )w>int is that if yon file a suit yen can he sure t)f getting 
the (lecrt'e within six months or at tho most within eiglit months ytm can 
realize the money. I know in Southern Imlia cases have taken ten years 
and soineiiines t‘ven centuries to he iiiiully decided. Even in the Muusifs’ 
Courts cases are generally decided not earlier than live years. 

Q . — What is youi' ordinary lending rale in Southern India? 

.1. — Mostly pvr ((‘lit, 12 per c(‘iit and 18 jk'I' cent. In v<*ry raie cas(‘s 
only more than that is cliarg(Mi. It is only in cases where it will pi'ovc^ very 
difficult to recover the amount that we jnit a liiglier rate on the promissory 
note. When a <'as(‘ is taken to c^oui t only d per c;ent is allowed from tho dftto 
of institution of the suit to the date of realization. Formerly judges weix) 
allowing that rate of interest from the date of institution to tlie date of 
decree. Now-a-days the courts allow interest at tl per cent for the whole 
time and it sometimes takes (‘veii five yeuis to realize tlie amount. Another 
handica]) is that no compound interest is allowed. 

Q . — I suggest that tlie ri'uson why you are increasing your business there 
in Burma and decreasing it here is that there you get a higher rate of inter- 
est than liere. Tliat is the reas<m why yon transfer your Imsiness fiom laoe 
to Burma? 

A . — Tliat is not tin*, reason. Tliire we realize our money more easily and 
so our money rolls more (juiekly. We do not cliarg*' more interest. 1. my- 
self have lent moiu'y at 02 per cent interest on good security in Burma, 
against sccui’ity of title deeds. 

Q . — For what period? 

A. — 12 months. 


Qr -On what terms? 

.4. -Interest to ho jiaid monthly. 

O . — Js tlie amount to he repaid in monthly instalments? 

A. — No. Interest is to he paid monthly and tlie principal at the end of 
12 months. 


. — You are mjt taking of the kaiidu system? 
.—No. 


n — What alK>ut the kandu system? 

A. — That is only a very small proportion. Wo lend say Its 100 at 1 
per cent per month for three months. We deduct the interest say R«. 3 and 
the principal can be repaid in monthly instalments or even weekly. 
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Q.-ton Iciul Ub. r<j}ia>al»lu in 10 niontlil^ in.staiinfiitb and the inter- 
t‘bt of Its. lO ib deducted ami yon pay the man Jls. 1)0, and he executeb a 
j>ix>-note for JIh. iOO. lie repayb the amount in monthly iubtalinents of 
4i«. 10. W4aat it* the actual jate of int<?rest in that cabch 
/I. — li will come to ahoiit 19 per cent. 


? / — If you lend at 12 per eent and 12 instaljiients P 

it is 12 months we get 24 per eent interest. When the i>eriod 
long the interest Jiiay Ihj high. But nobody will l)orrow large bums in that 
way* 

Q , — If you lend Its. 100 to }>e repaid at the rate of a ru[>ec a day fur 100 
dav« how niu('li do you deduct in the first plaeeP 

\4„\Vo deduct lls. .%5.4 and hand over the man Its. 9G-10-8. But the 
amount that is lent like that is very .small. Such .shops are called kisti shop.s 
m thav>inui shops. Big firms do not do such l>usine.ss. .Shojrs having good 
iej)utatiun do mjt transact sucli bu.siness. The Jiiaximuin a man can lend like 
that will 1)0 Bs. lO.OfK) and even for that amount, loj- keeping the accounts 
of all the constituents lie would require about 100 clerks. 


D. — Do YOU lend to agriculturists on the kandu .system P 

j.—No.' 

U . — How do you transmit your money to Burma P 

A . — We send by telegiaphic transfers through the Imperial Bank ol India, 
or tlie exchange l)anks. If the amount is Its. 2 iakl)s or more Irom the 
Accpuiitant-Generai wo get drafts. If it is less we go to the Inijierial Bank 
or the exeiuing(> banks. When I was in Burma I bad accounts with the 
National Bank, Bombay, and the Chartered Bank, Calcutta, and 1 was selling 
telegra|)hic transfers on them. 


Q . — On what terms P 

A. — 11 I get from the Accountant-General at one anna I charge (me anna 
and one pie or one anna and two pi(‘s and sometimes even one and ()ne-f(>nith 
annas. If it is a big sum I charge only one ])ie nioi'e. 


— How do you .send your money through tlu‘ Accountant-Gemnail P 
A . — Some tradeis may come to me and say that they want T.’J\ from 
Burma to Calcutta or Bombay for say Ks. 10,6(K) or Bs. 20,000 and thus I 
.s<jll to those mei’cbants. When the amount comes to two lakhs we go to the 
Aeeount.'int-General or the Imperial Bank or the National Bank. If it is 
transferred thi'ougli the Accountant-General 1 instinct the banks to receive 
tlie money from the Accountant-General. The exchange banks do not sell al- 
ways, but only wlien they want. vSo also the Imperial Bank. If those 
banks quote a higher rate then L go to the Accountant-General. 


Mr. (Utpcila Menoii : Is the Accountant-General prcp.ired fo give yod a 
T,T. always P 

A, — Yes, ahvay.s. The Imperial Bunk sometimes refuses to give and tlien 
you can go to tlie Accountant-General. 


Q — What rate does the Accountant-General charge? 

A . — Formerly he charged one anna lor Calcutta and Bombay. 

Q . — At what rate do you get from the Post Office. You can send tele- 
graphic orders thmugh the Post ofiiceP 

A. — No. They charge Re. 1 j)er cent plus teleg»'am expenses. AVe will 
have to pay the cost of the telegram and money-ord?!* commission. 


().— Is there no other means of transferring money fv)r your own expenses? 
How do you obtain fuiuU for your business in BuiieaP 

A . — 1 sell telegraphic transfers on my own account. 1 sell to my consti- 
tuents Rs. 10,000, Rs. 20,000. etc., and when it has accumulated and comes 
# 0 '’ Rs. 2 lakhs then I get through the Accountant-General a T.T. I am 
Afcellkig for credit and I get cash. 

Ah\ Muthlah Chcttifiar: Now the Chettiyars are here. Their shops are 
in Burma. How do they get monev for their expenses? 

3.— w e can draw hundis from here on our firms. AVe can also issue 
* demand drafts. 


The Chairman : Hundis on whom? 

A . — On our own firms or on adathis. 

O. — Who is an adathi.^ 

A, — An adathi is a commission agent. 
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Q. — Si> you draw ou ronnm.vMon in BurnmP ^ ^ 

. 1 , -Yej>, or on ^olnIni^^^>lon agont.N in Bombay, C'alriiltrt or Madra:^. 

O. — What do you do with that huiuli as stH>n us it driuvoP 
.1. — 1 hand over the liuiuU to anyone who has got money and wauls , to remit ^ 
it to Burma. Sometimes i am ahle to sell that huiidi lor i>ur, somctiums at 
a discHUint loeally. Finally the hutuli is sent to Burma lor eolleelion, -tjvery 
party who has got my hundi. either ean resell it or eati send it lor lollectiyn. 

(,>. — On whom do you draw the hundi generally i" What is youi erdiuary , 
procedure P 

.1. — 1 draw the hundi in lavour of the man who has paid me moiie\ 
locally. 

Mr. iioixdn Mvtum ; You have given two or three alternatives. On whom 
do you draw the hundi generally P 

.1. — On our agent in Burma. I then tliseount that hundi locally ami get * 
cash. Sometimes 1 get a small tiremium also when discounting that hundi.. 
Sometimes even the hanks ]>ay premium. For instanee it I have a hundi tor 
Bs. UK) tlien J may Ivo ahle to get Its. 100- l-G. 

The ( 'hdi nnu ti ; Mi*. Sevaga C’hettiyar, do you agree with what all he has 
said P 

A. — Yes, I agree, 'they are all eorreet. 

Q . — These hnndis that you dratv are purely accommodation himdis. I'licy 
ilo not represent any transaetion. Is that sop 
A . — A hnsiness hundi is also the same. 

Q . — Ordinarily these huiulis that yon draw to ])Ut yon in lunds in the 
Itamnud district ate simply accomiiUKlation hnndis and not trade huudis. 
is that not soP 

A . — It 1 i*equiro money in Madras I may draw* a hnndi, a sight hniuli or 
a demand hundi or a 90 days’ sight hundi on C'alcutta or Boinhay aeeording 
to demand. 

Q . — But wc are talking here about one class ol hundis where you icciinit' 
funds foi* your hcachiuartcis P 

.1. — Kven ior headipiarters oiu^ hrm may rci^uirc inouoy and there may Ik- 
another tliat may want to send money. We can get money from those firms. 

Q . — Ordinarily is it not an accommodation hundi P 
A, — Yes, it is an aceivinmoda tion hnndi lor hnsiness. 

Mr. ThoNuia: You cash tiie hundi lor I'cmittance of inoJU'y ! i nm Burnia 
to India. You want money liere in India and when yon discount tliat jinndi 
you get it. Is it not soP 

.1. — Yes, il 1 require money I draw a Imndi on my firm and diHcount it 
with banks or others requiring to remit money to Burma. 

The (Tiainnan : Do you lieli) other peoj)le and give them money by wilt- 
ing hundis P 
.1.— Yes. 

(J . — <^’lieqiie and demand hundis niaki* no diUcu’cniee a? allp 
A . — liiteiest hundi is (|uite different. Even now il I reqiiiri' money I may 
draw' a cheque on the banks. 1 may ask my agent at Kangoon to remit and to 
l)lace it on my aeecnint. 

il/r. Thomas : What is an adatlii hnsiness P 

A . — He is just like a commission agent. Supposing a man in Federated 
Malay States wants to get money he has got hi.s agent who diaw.s liundis 
and cashes them here. He liimselt may ask him to .send it to the drawer. 
He may pay. 

Q. — What i.s the necessity for an udathiP 

.1. — Adathi may send his instructions. He is a |>aid agent. 

The (^hairman : What forms the hulk of your husinessP Is it on security 
of land for agricultural purposes P 
A.— Yes. 

Q. — You do much business on other forms ol .security such as pledges <ff 
jew’els and other things.? 

A. — I have no personal busines.s in South India and Burma. 1 get security 
^ stock-in-trade as pledges of goods and othei valuable preciou'5 stones and 
other securities. 
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(J,— Do tlioy do other hUbinessP 

i. Ye«. 

Q . — Do you Joud money lor other hubiiieb^eb bubidejr linaiieing tlie agrieul- 
turibt? 

A, — We help and finaiKe tlio ngrieuiturist. 

Q . — Practically the ^vhole of your hubinos js iiiath 
A . — We lend money on promissory notes. 

Q , — Js tlio i>rinci[)ul husiness to lend on laiidp 
A. — No. 

J . — The hulk <h your husiness is not giving loans to agricuituiu 
. — Only on jjromissory notes. 

Q , — The hulk of your husiness is on promissory notes? 

A . — Yes. 

O. - -What is the ))urpoKe? 

A. — For agricultural purposes, lor buying cattle, seeds and making earth- 
work, etc. 

S h — How juuch land liave you bought in Burma? 

. — J have got some lands. 

Q. — How much? 

A . — He Jias got lands worth about ton thousand rupees liom his clients 
in Sholavandan. 

(J , — Have you got any land in Burma? 
d.™Ouly a lew thousand. 

— Many of the Clicttis in Jturmu have got much land? 

.1. — Not much. 

Mr. Th oinas : Do you know anything about the C’hettis in Ct.'^ion? 
d.— No. 

The i'hulnnan : AVliat is the nature of aduthi shof>s in Madras? 
d. — They pay deposits in current accounts ami in fixed deposits. 

Q . — AVho does it? 
d. — Our people. 

Q . — You say that the Chettis have got busines.s in Fodej'ated Malay 
States ? 
d.— Yes. 

-Some ol them liave got aduthi shops in Madras also? 

A.' — No. I'lio firms existing in Madras may do adathi husiness. 

5 ). — What business do they do in adathi shops especially at Madras? 

1. — Buying luindis drawn hy the Malay States jieopie and from other 
countries in different Inisiness transactions as well as for their own firms and 
remitting money, 

Mr. Uopala Menou \ What business is generally done in the shops? 
d. — Besides adathi business tliey are drawing hundis. 

0.— -Who is an agent and what does he do? 

.1. — 8u])posing A has got a hiisinc'ss firm in Madias. Supiiosing tliere is a 
firm in South India, he may draw from Federated Malay States other hundis. 
The other from Burma may also draw a hundi. Jf you draw money against 
that hundi, he may remit money to meet the payment. He may ho allowed 
to give a t*ertain amount as credit to meet the payment. According to 
previous arrangements he may draw hundis on his own shop. 

Q , — Do all these people draw on Madras? 

d, — They can draw cither on Madras or Rangoon or any othoi’ place 
acix>nling to the arrangements they make. It is not necessary that their own 
linns should be in existence there at the places on which they draw. 

When these hundis are met is not a small commission provided for 
the person doing adathi business? 

A. — Yes. When the hundi is sighted by him he may pay the amount and 
debit it. The commission is calculated once in every six months when the 
accounts are closed. 
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The Chairman : T suppose that the Nattiikottai Cliettis do not do much 
hundi business. Do theyP 

A. — They have got a diflFerent kind of liundi business. 

Q , — Do not the Xattukottai Chettis do a very big busiiu'ss in bund is? 

A . — They do. For lakhs and lakhs of rupees they may draw hundis. 

Q . — They may. But iJo they do very much business comi)ared with the 
Marwaris? 

.4. — They do husiness iu hundis l>etter than the Marwaris. 

(>.— Have they much business in Southern India? 

4 — Only in Aladras they (an l>e .said to have much husiness hut not so iu 
the other places in the Madras Presidency. 

Mr. Jfatured Sultan Marirair: Are they having mmh husiness in Afadras 
only now or even hefoie had they nuuh husiness? 

4. — Now as l)efore they ar(‘ having much business in .Madras. Hut in the 
other places there is not much opportunity lor the Cliettis to do large 
))nsiness. 

The ( 'hairman : Yon said that the C’hcttis are dealing in a special kind of 
hundis. Ai*e thev hundis that carry curient intends! at nadappu? 

A.— Yes. 

Q . — They are peculiar to the Xattukottai Cludtis. .Are thev not? 

4.— Yes! 

Mr. Mifthiah ( 'Ji rt (i i/a i : \^o other pi'ople also ns(‘ tluMii? 

4.— Yes. 

Ihc ('ha'tmati: Am 1 right in saying that nadappu intfuavst hundi is 
])ni'ticularly confined to the Xattukottai ('hettis;-' 

4. — Inhere are some others who are doing that. Hut very much is fiedig 
done by the Xattukottai (’hettis whih» only a very small portion is atttnuled 
to by other class(‘s of pcopl<\ The latt(‘r will come to only 1 ptu’ cent. 

Mr. (fOpaht : From which sour((* do >oii get tlu' (‘apital for your 

husiness? Is it your own mo?U‘v that you use? 

. 1 . — \Ve are carrying on husiness mostly with our own cajdtal and some- 
times with tli(‘ mon(‘v of our communitN' people whicli will he in the form of 
de])osits with us and with a small amount wliich il n<‘('(‘ssity arises will he 
borrowed from the hanks. 

Q . — Is the husin(*ss carried on with deposits only oi* do you borrow and 
do business with hoj’roued ca|>ital also? 

4 — A\T> borrow only from the hanks when we rer|uire. 

Q. — You told the C4iairman a little while ago that some* art* doing money- 
lending business and some are doing hanking business. Will you tell \ii! 
the diffeienci^ between the money-lender and the banker? 

.1 . — Some are doing money-lending business and fhes(‘ people* do not recrdve 
deposits. Tt is only when they do husiness with their own capital and tlu* 
money with them as dep(3sits that th(\v can be said to be bank('rs. The 
money-lender merely lends money hut dcK»s not do husiiu's by way of remit- 
tance and discounting which the hanker does. 

Q. — Do you get money fiom your relations also? 

4. — We get money from them also as deiiosits. 

Q. — Which forms the major portion — your own capital, the deposits from 
your relations or the deposits from the otheis? 

4. — If tho capital is not much, the depositors will not deposit rnucli (*ither. 

Q . — At what raU^s do you borrow from your lelations? 

4. — At tho nadappu rate or an anna less. 

Q . — From the others wdio are not Xattukottai Chettis? 

4. — At tho same rate. There is not much of differenee. 

— In the case of tlio ordinary hanker what proj)ortion will tho horrowotl 
capital bear to his own capital? 

4. — If he is worth Bs. one lakh, his debts will amount to Bs. lO/iOO. 

(?. — How much of it will he on current deposits and how much on fixed 
dejKwits ? 

4. — There will ho no fixed deposits from outside if he is not wtirfli a great 
deal and even he will not go asking for fixed dopo.sits. 
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Q . — Then your taking deposits is not the rule hut is only the exception? 

.1 . — Yes. 

Q . — But all the hanks take deposits, 1 mean the Chartered Bank, the 
National Bank and the Indiaii Bunk. You say that you are not prepared to 
take deposits always l»iit that you take them only as an exception. Is that 
So ? 

4 — Xhe hanks that yon mentioned take deposits only at M or 4 |*er cent 
and they are |)repared to take de|K>sits it availahle. But we could not get 
such deposits 

O.—YVh at is the rate ot interest that you give on fixed deposits? 

/I. — The nadappu rate which depends on the agrtHiinent among the niem- 
hers ot our eominunity aiid that is that the interest should not he less than 
0 per cent and should not 1)0 more than 12 per cent. There may be a margin 
ot an anna or hull an anna. 

Q — Y"oij do not take large amounts as deposits and you also refusf* 
deposits. Is that so? 

[ — ^vill not take tleposits unless we i(‘(pni'e, 

Q . — Are you taking dei)Osits proportionate t<) the capital that is vonr own? 

A . — No, not at all. 

(A. — But as vega ids tlie liankei* is it not his duty to take de]>osits also? 

A . — Some may carry on hiisiness with their mvn capital. 

Q . — You sav that even hankers take deposits only when they require? 

A. --Yes. 

Q . — So it IS only an exception it thev take deiiosits? 

A .—Yes, 

Q. -When you grant loans do you always insist on taking securitios? 

.1. — No. Mostly we make clear advances. 

0 . — What i.s the nature ol the securities tliat you may take? 

A. -Pledge ot jewels, mortgage ot lands, usutructuary ir.ortgage, pledge 
ot goods, house pro[)ei'ty, etc. 

(j — whieli elass ot people <1() yon generally grant loans 

A . — Particularly to the agriculturists and the traders. 

— Do you give loans to the very small agriculturists? 

.l.“*No. The small agriculturists will not come to us. 

Q. — So, you give only to landed propiietors, such as mirasidars and 
zamindars? 

A . — We give to mirasidars hut not to the zamindais as the Impartiahle 
Act is in torero. 

Q , — Do you generally borrow both trom the Tmpei’ial Jlank and trom 
the joint-stock companies? 

/I .—Yes. 

Q . — You use the money .so raised for tlie purpose ol lieli)ing trade here 
and elsewhere. Is it not so? 

A . — We raise the money that we may require only locally as fo»' instamo 
it wo lequiro money in JBirina we will laise the money there only. 

Q. — When you borrow money, are you utilising that money tor hel|)ing the 
traders or do you use the money to help the agriculturists? 

A Foi’ the use of both. 

— What are the dill'erent kinds of liundis that you ns(‘? 

A. — Demand bund is and sight liundis. 

— Are there no nada])pu luindis? 

* A. -Demand bund is and nadappu bund is do not make miieli difFerenee 
except that in the case ot the nadappu liundis the int('r(vst tliat is payable 
is Hientioned on the liundis themselves. 

Q. — Is there not a vaddi hundi in which you say that after so m.any 
days interest at a particular rate will he charged? 

A , — Yes. 

0 . — What are the different forms of tavanai hundi.s? 

A. — “ 30 days or 50 days after sight pay to so and so is the form of a 
tavanai hundi. 
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. — Is that against goods or clear loans? 

. — We are drawing clear. We are drawing without security. 

, — In the case of goods? 

. — Then we are sending our consignment receipt hy D.A. 

. — That is only in the case of a hill of exchange? 

. — Yes. 

Do you take any guarantee in the case of the hundis? Is Uiere any 
form in which a guarantee is taken, such as a temimrarv or a j>erinanent 
guarantee? 

4 — There is no permanent guarantee. 

— Do you know the system prevalent in Madura? 

.4 .—Yes. 

Q ’ — there any sucli system in whi<>h the guarantee form is either tempo- 
rary or permanent? 

.4. — We do not have anything to do with it; hut prohahly the traders may 
have something to do with it, 

Q. — Do the Marwaris and the sowcars do it? 

A . — They never do. 

Q . — Professional money-lenders ? 

4. — Not that 1 know of. 

<?. — there in addition to the temporary or permnnoht agreement any 
consideration form attached ? 

,4.— No. 

Q . — Are you in the hnhit of rediscounting such hundis? 

.4. — Rediscounting is the i)rincipal thing for us. 

Q . — May J know the rates at which you rediscount? With whom do 
you redkicount? 

.4.' — Formerly some Multanis were allowed at the official rate of hanks 
hut we are not allowed in Madras, 

Q , — Anyhow you are rediscounting with the Imperial Bank? 

A . — We are doing that hut we are not allowed the same rates chat are 
allowed to tlw? other banks. 

Q . — So you say that you have not got facilities for rediscounting? 

.4. — Yes, we have not got those facilities which the sowcars and shroffs 
have. 

Q . — Are you sure about it? 

A . — That is the case in Bombay and Calcutta. T am not sure of what is 
the case with Madras. 

Q . — Do you want any fuHher facilities? 

4. — We want only that the bank rates should l>e allowed to us also. 

Q . — Do you lend money on promissory notes? 

4. -Yes; that was the principal business of our community. 

Q . — Do vou draw hills of exc*hange, both inland hills and foreign hills? 

4.— Yes. 

Q. — How many kinds of hills are there in existence among your class of 
hankers? ' 

4. — Bills of exchange against the consignment of goo<ls and against ship- 
ment. 

Q — Who draws these hills? Do you yourself draw for goods shipped to 
F.M.S. or to Rangoon? 

A .- — We are drawing our.selves. 

Q . — Do you also take the hills of others which are sent to you for 
collection? 

4. — and also the hii}*^ sent hy onr branches. 

Q . — Along with the hills what documents do you take? 

4. — Shipment hill of lading. 

— Do you see that the goods are insuied and that the insurance certi- 
ficates are attached? , , z-x i.* • .n. 

A. — First they are taking the delivery orders and after shmping 
get the hill of lading and thev give the hill of lading as well as the hundu 

82 
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Q , — Than do you insist on getting the influranca certificate? 

A. — Yes. Formerly the peopfe were shif^ping their goods in oertaia ships 
and they were giving the hills of lading to us and borrowed mon^. And 
when the boat calls at the destination w'e would get that amount. But now 
we are asking them to insure because their goods are shipped in steamers, 
as otherwise loss may result. 

Q. — When you take the bills from those who have shipped from hero do 
you allow them money here or only take that for collection P 

A. — Unless we find why should we give the money? I do not find any 
necessity. 

-In such cases do vou take also a letter of hvix>thecation P 
-Yes. 

Q . — Bo you get not only the hill hut also the letter of hypothecation. Is 
that not soP 

A. — It is difficult to get the letter of hypothecation now. Formerly we 
used to take the letter of hypothecation. But now they say that documents 
should be written for the pledge. 

Q . — Are you not allowed to take a pledge of the goods in the shape of 
hypothecation letters ? 

A.— Yes. 

Q — What is vour o])inion with regard to the scale of stamj) duty on 
billsP 

A . — It is very heavy. 

Q . — What is the stamp duty now? 

A , — 'One and a half annas for every hundred. 

Q . — Is that the stamp duty on inland hills? 

A . — Formerly it was one anna and now it has l)een inci'oasod to 1| annas. 

Q . — In F.M.B. and the Straits what is the duty? 

A. — T do not remember that. 

Q. — Do you want a reduction in the stamp duty to facilitate your 
business P 

4. — Yes. Stamps for moitgages too should he rc'ducecl. 

P — When we ask for I'eductioii the Government is sure to ask us how this 
reduction is going to he made up? 

A. — If the stamp duty is leduced there will }>e more business. 

Q — You want only a reduction of the existing stamp duty and not its 
total abolition? 

A . — I want only tliat the dutv shotild he reduced. 


Q . — You told the Chairman that you are doing business outside the Madras 
Presidency, that the business in the Madras Presidency is very small and 
that you have developed your business in the Straits, Is that not? 

A . — Not exactly so. Hei'e also we have got business, hut we have got 
more business in Burma. 

Q . — You say you have more difficulties in rewYcring the outstandings 
in tne Madras Presidency than in other parts? 

A. —Yes. 

G - — You say that thei*e is less insolvency in other parts than here? 

A. — Yes. The procedure is also different. The insolvency rules in other 
parts are nwre favourable to the creditors than here. Tn Madras when an 
order of adjudication is got, the creditor gets nothing. It is not so there. 

Q » — You also said that even when a decree is obtained, you are allowed 
only 6 |>er cent in this Presidency? 

A. — Yes, from the date of institution of suit till the date of decree. 

Q , — Does not that practice prevail in Burma also? 

A. — Not at all. Prom the date of the institution of the suit to the date 
of decree they ai'e allowing even 9 per cent. 

Q . — Are you doing a lot of business by transmitting money from this 
place to other ptaoesP 

A. — Yes, 
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p. — Do you very often get from th« Aocounioiit-Goneml trausior orJ^r 
at more favourable rates of interest than the imperial Bank m* other ex* 
^uinge banks K 

A , — We go to the Accountant-Generals Office only when the bank 
refuses. 

Q , — You say that the A(x*ountant-Generars offii*e is always prcjmred to 
help you in your business y 

A, — Yes^ but there are certain restrictions in the Ac^couuiant-Generars 
Office, in Madras the Accountant-General issues treasury bills only if the 
amount exceetls two lakhs. That is not the case with other bunks. They 
issue bills for any amount. 

p. — W’hat is tlie general difference of rate betw*een these twoK 

A. — They are now-a-days practically the same. Thert' was some differ^ 
cnce some time back. The Imperial Bank was always charging a little more 
than the Accountant-General. Now that lx)th are ciiual, wc are not going 
to the Accountant-General at all. 

P. — Do you theivfore think that the Accountant-General may stop this 
business, when the exchange banks and the Imperial Bank are pieparod to 
do that business? 

A.— -If there is no difference liotween the rates, J tliink there is no neoil 
for the Accountant-General to do this business at all. 

Q. — 1 may, however, tell you what the ArxountHiit-General d4>es in this 
matter. He has to remit money through the treasuries from India to Kngland. 
The Se<*retary of State or the High Commi.ssioner draws hills on the dinorent 
treasuries in Bombay, Calcutta, .\1adra,s and Karadii. Very often the uiiiount 
i,s drawn by the Secrotaiy of State, If in Calcutta there is not enough 
demand to meet the drafts, hut there is supply from Madras and Bombay. 
The Aeeountant-General in Madras is therefore authorized to do thut busi- 
ness. I want to know whether yon are of opinion thut the lm[>erial Bunk 
and its hranehes can handle the business more efficiently than the Aeeountant- 
General ? 

A. — Gertuinly, it will Ik‘ more lielpful if the Imperial takes up tlic 
business. 

Q . — I want to know whether the treasuries are also puichasiiig and bell- 
ing Government securities now? 

A.- — Yes, they are also dealing in Government securities. 

O . — Is not the Imperial Bank also doing that? 

A.— Yes. 

Q . — Do you not think thut it is unnecessary that these two functionaries 
.should do the same business side by side? 

A. — 1 think the Imperial Hank is more convenient. Banks are always more 
c^onvenieut than Government offit-es. 

Q , — Do you think that the commission charged by the Imperial Bank is 
reasonable ? 

A. — It is reasonable. They are charging two annas for less than Bu|>ecs 
10,000 and for nvore than 10,000 they charge one anna only. 

p. — You have therefore nothing to complain about the coiiuuisbion 
charged by the Imperial Bank? 

A. — Yes, I have no complaint to make. 

p. — You said that you are remitting hundis to the Federated Malay 
States and Burma. May 1 kiiow' the rate at which you are selling the hundis? 
Are there diffei*ential rates to Rangoon and Malay States, etc. ? 

A. — If it is inland business, we may get at the most i anna per cent. 
In exchange we may get J per c‘ent. 


O. — I am told it is four annas per cent, is it so? 

A.-yOwing to competition it has come down to J anna per cent, 
times it comes down to | a^aa per cent also. 


Some- 


^ — ^¥rhat is the rat© in Federated Malay States ? 

.. — Ordinarily one anna per cent and two annas per cent at the most. 


Q , — What do you charge on bills of exchange? 

A. — On© per cent over the official rates. Formerly we were charging 2 
per ceikt. 
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— When you lend money here, is it usual tor you to get two signature 
or one signature onlyP 

A , — ^We are lending on o]>en accounts. We do not take any signature 
at all. 


Q , — Do you think there is any competition between your business in the 
matter of remittances or in other ways with other banks, such as the ex- 
change banks or the Indian Bank or the Jmi>erial BankP 

A , — All are doing all kinds of business. There is no competition between 
any of them. 1 think there is ample room for business. 

Mr. Muthiah Chcttii/ar : Are you keeping your accounts in cadjan leaves 
or in books 

A . — About iX) per cent of our accounts are maintained in l>ooks only. 

Q . — It is said that the overhead charges of Chettiyars are very low. Have 
you got to say anything about thatr" 

A. — it has now risen higher. 

Q. — You say it has increased, if so, what is the percentage of increase 
during the past 15 years? 

A . — •! can say, it has even doubled itself. 

Q . — Do the Chettiyars employ iion-Cliettiyars also as agents? 

.1. — In veiy few cases, they do. The percentage may be about 5 per c-eiit. 

Mr. Thomas: Are they trained men? 

A. — They are not educated, but they are well ex|>erienc*ed in business. 

Mr. Muthiah Cheifiyar : Have you non -Chettiyars as assistants. Are tiiey 
in large numbers? 

A. — -Mostly the assistants are iion-Cliettiyurs. 

Q . — What will be the total money put in business by Chettiyars in India, 
Burma, Ceylon and Strait Settlements? Are they also locking up their 
wealth in house-property or jewellery, etc. ? 

A . — They do business mainly out of their own funds. The total amount 
of money we have invested in business will be about 80 to 90 crores in cash; 
our landed projj^rty will be l>etw'een 15 to 20 crores, including houses. The 
amount put in jewels will be three to four crores. 

0,- -What is the amount of non-Chettiyar borrowed capital? 

A . — About 15 crores of rupees. 


y. — Does this include also your firms in the Federated Malay States, 
lndo-China,t etc. ? 

A. — Yes, everywhere. 

The Chaltiaan: Where do you get the figures from? 

A . — Every year we are getting a list showing the amount of business car- 
ried on in different parts of India by Chettiyars. From that list we can 
know the total amount of our capital, invest^ in business. 


J . — Who compiles that list? 

. — The list IS prepared by our own community. It is prepared for the 
purpose of collecting subscriptions from various Chettiyars in connexion 
with the Mahema fastival, and the subscription levied depends on the 
amount of business clone by each individual. From that we can get these 
figures. 


— To whom do you pay the subscription ? 

[. — We are collecting the subscriptions ourselves and spend it on the 
festival day. 


O . — Do you mean your community? If so, how can a community as a 
whole collect the subscriptions? 

A . — We have got an association in Madras. They generally convene a 
meeting once a year, fix the rate to be collected from all Chettiyai's on Hie 
of their business and appoint somebody locally to collect the subscrip- 
tions. 


Mr. Muthiah Chettiyun You say that you appoint somebody to do the 
business P 

A. — Yes, each month we are having a i>ersoii to manage the business. 


J . — Who puts all these figures together? 
. — Our own community. 
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Q , — coiniiiuiliiy h whoie catiiiot compiki all tliecye iigurt^. 'fhei'# 
liiuht )>e ail office or soiiietiiiiig of that Mirt and there iiiiii^t l>e mhiic [H^rMiii 
appointed for the puriKxne of collecting such sUitistic's. Have you any buch 
office? 

A. — Yes, we have. 

y. — You say you are cx>llectiiig the Malienia, when do you collect it? 

A . — At the time of the festival. 

Q. — How’ do you collect it? 

A, — 1 said that one of the ChettixAi>» will l>e iip[>oiniiHl for the purpose 
and he will collect the amount. 

(J . — On what basis? 

.4. — On the basis of their outturn of business. They charge a certain 
amount as Mahema on ceiiain thousands of rU|KH's business. 

(J . — Is it on the total turn-over of your business? 

A , — On the capital invested. 

— Are they pre[)aring the list.s for even villages? 

A. — Ceriainiy. for villages t(H) they prepare a list of sul)S<ri|)ti<nKs. Meet- 
ings are also arranged in towns wliei-c» the nearest villagers usml to atU^iid 
and give such statistics us are ivcpiired of them. With the.se town people 
the (entral office at Madras conmiunicates and gathers all information. From 
the information published by the ctMitral offict‘, we can gather these figures. 

(J . — Is there any piissildlity <it getting similar information for Jhirma ? 

.l.-Only approximately we ean get. 1'lic iist comes every year from 
Burma. 


— You say you havi* not worktHi out the figures from a regular list of 
suh.serihers. How do you get the figures then? 

4.- My informution is based on my conversation with our pc»oplc in iiurnia 
and it is apt to he only approximate. We talk with the various C'hetiis in 
tliffei'cnt parts of India urnl on >uch information only my figures uie based. 

Could you say that the l>orrowed capital of Chcttiyuis is 50 per cent 
of their ca[>ital? 

4.- -No, J said alumt 15 per cvnt. Sometimes cron less. 

? . — Docs it include deposits also? 

. — Yes, hut it docs not include our own deposits. 

(J . — How much will be your own deposits? 

4. — It is not possible to say that. But J can only say that ilic [luhlic 
deposits will not Ik; more than 15 i>er cent. 

y. — Could you at least say approximately the amount of your own money 
invested in your business? 

4. — Roughly al>out one-fourth of the whole uinount. 

y. — That works up to 40 t>er cent of Chettiyars’ own money in their 
capital. Is it not? 

4.— Yes. 


y. — What will lie the yield to the Chettiyars by way of interest on the 
capita) ? 

4. — So far as 1 understand from the actual practice here, I may say that 
nobody well get more than 9 i>er cent on the average. 

y — It is said that Chettiyar’s capital doubles itself in five or four years. 
Is it sop 

4. — Never, it might have lieeii possible in rare cases, hut that too is not 
now^adays possible. 

O. — III how many years wnll it double itself? 

4. — In eight years if the rate of interest charged is 9 per c;ent. 

y.— It is said in a report some years ago that the total of the wealth of 
Chettiyars was Rs. 10 crores in 1796. Now you say the Chettiyars’ wealth 
is about 80 to 90 crores. If your average rate is 9 i>er cent, you should 
have now about Rs, 160 crores. But you say that the Chettiyars’ wealth at 
present is only 80 to 90 crores. Can you account for the difference? 

4. — I may say that about 70 crores of rupees have been spent in various 
ways. There have lieen various expenses, by way of house-building, mar* 
riages, etc. Moreover we are not getting always 9 per cent on our moneys. 
Sometimes wo get less than 9 per cent also. 



Q, — l>o you kttow nuyihiug about the oil coii>|>aiiio(i started by Mo#ani 
and Indo-Burma Company P 

A , — I waa there only at that time. The C*hettis oa'n shares in that ccnn- 
pany. Some of the Chettiyars speculated and they spoiled themselves. 

Q , — How inanv Chettiyai-s have been spoiled P 

A . — On the ahole about eight firins have been s{>oiled. 

— It is said that Chettij'ars made much money out of that. Is it true? 
1. — Not at all. They have, on the other hand, lost a good deal. 

f . — Do you know M'ho were the .shai^holders P 
. — M.L.R.M.A., M.L.L.A., R.M.V.R.M.V., etc., I know that some 
banks also have lost heavily in that s|>eculation. 


Q . — Do the Chettis own rubl)er estates in Malaya? 

A. — When the Chettis do not realize the amount they had invested tl»ey 
are taking the estates. Then they di.s|K)se them olf when any offer comes. 

Q , — From whom do they get the shares? 

A . — From China and European planters. 

Q , — Do the Chettis make large profits when they sell them back? 

A . — Not very much. Some of the Cliettis have done very large business 
but they have lost something also. 


0 . — It is said that they bought at Us. 1(X) per acre and sold at Rs. l,(X)0. 
Is that true? 

A. — No. It is not true. They purchased at the rate of Rs. 600 i>er acre. 

Mr. Th omas: Suppose an estate came into a Chetti’s hands in 1896, 
Suppose he sold it in 1925-26 when the value of the estate had risen high. 
Do vou not think that he would naturally get a very good profit? 

A. — Yes, but the exj>enses t<» be incurred in the meantime are very heavy. 
During and after the war the pri(‘e had risen, but before that all the peoi)le 
left the estate entirely with the Chettis. During that time we had good 
profits, but not afterwards. 

Mr. Muthidh (■hetti f/ar : You .said that they liad purchaseil the land at 
Us. 600 i>er acre. Do you know at what rate they sold it? 

A , — Somebody sold it at Rs. 1,000 [)er acre. 


The Chainnan : Have you personal knowledge of any particular transaction? 
A. — Yes. 




— Did you buy any land yourself in the rubber estate? 
No. 


ilfr. Muthiah Chcft'njur: Do the Chettis do huge business in rice in Ceylon? 

A . — It w^as done formerly by Chettis. Now not a single hag of ric'e is 
sold by the Chettis. The UomVuiy i)eople have nowadays taken up that 
business. 

Q . — Do the Chettis carry on kanclu business also? 

A , — We have very few business in that direction. It is largely done by 
the Madras people. 

Q . — Do Chettiyars use cheques? 

A.— Yes. 


. — Do you use it largelv? 

.—Yes. 

0 . — Do many Chettiyar firms use cheques? 

A. — Yes. 

Mr. Thomaa : If any ot your clients want to pay their ercditoi*s by means 
of cheque will you consent to do it? 

A,— Yes. 

Q* Will the creditors, especially shop-keepers, receive cheques in pay- 

ment P 

A. — Formerly they had objection but now not much. 


Mr. Qopala Menon : Have you got the pass-book system f 
A.— Tee, 


X . — Do you charge anything for the pass-book P 

• — 
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Ifr, MMthmh OMtiyar: Do you want ywr oustmners to sond the .pass- 
lK»ok always when depositing money and withdrawing money? 

Only when depositing money. As regards payment of iitoney or with- 
drawal of money the cheque is itekf a voucheir for payn^nt. 

Mr, Tkomnw: What percentage of Naitukottai Cliettis accept deposits and 
allow those to be drawn by means of cheques P 

A , — Most allow like that. Customers may draw cheques against both 
credit and against overdraft. ^ 




What jpix>|>ortton? , 

. — Most Chettiyars except some very few small firms. 


Mr. Mufkiah Ckettiynr : In the mufassal towns also do they have cheques 
or only in the town firms? 

A. — Only in the town firms. 

0. — \^^icb town firms do you mean? 

A . — Firms in Rangoon, Madras, Bombay, Mandalay, etc. 

Q . — Do Chettiyars allow cash credits? 

;1. — Yes. 

I — What secuiity do tliey take? % 

— Pro-notes, byjH>thecation of goo<l.s, tlcposit of title dcjeds, etc. T 

myself lent money for a ginning factory at Meenchan on the se<'urity of the 

stock-in-trade and allowcnl overdraft on it for the purchase »)f (‘otton. My 
only one darwan was in charge of that factory. 

Q . — Do Chetti firms do such business largely now? 

.4. — Not largely, only some do it. 

Q. — It is said in one statement that some Chettis manage to l>orrow ten 
times as much as their capital and there are others who Iwwrow two and a 
half times as much as their capital. Could you give me any instances? 
Peo]ile with how inncli capital can raise like that? 

A . — It may Iw like this: one man may have a genernl capital of Rs. 10 

lakhs and a lo<'al capital of Rs. 1 lakh. In that case he may 1>€^ ahlc to 

borrow more than double his local capital. It is possible only if p€M>ple 
lielieve him and his general capital is large. 

Q. — Please* explain what you mean by liK^al capital and genci-al capital? 

.4. — Local capital nn^ans the capital employed hKnlly for that f)ranch only 
and the general capital means his whole capital of all the l»ra«ches together. 

Q. — Is it possible for a Chetti firm to Imrrow ten times as much ns his 
capital P 

.4 . — Never. 

Q . — Are there even rare eases? 

A . — Due to ignornne-e some may lend it hut such instances are very very 
rare. 

Q . — But generally supposing a fii*m has Rs. 5 lakhs ca}>ital. How much 
could that firm liorrow? You can include in that the amount from Chettiyars, 
hankers and otlier lenders also. What i.s the maximum that such a firm 
can borrow' from all sources? ^ 

A. — He can borrow according to his retjui remen ts. At most that firm 
can borrow tw'o times as much as its capital. 

Q . — Any individual instances? 

.4. — He can get that amout hut it involves a large amount of expenses 
and no one will incur such large expenaes. If a man lK)rrow8 so much ho 
will not attract much deposit for his credit may l)e sliaken. 

Q. — Without spending any money, ordinarily if a person has got Rs. 5 
lakhs capital how much will he get? 

.4. — He will aever get more than double. 

Q. — I said without spending any moiiey by way of commission to shroffs 
or cashiers? 

A , — Then a man with Rs. 5 lakhs capital can borrow only Rs. 1 lakh. 

— From a bank how much maximum can he borrow? 

,4. — Rs. 2 lakhs at most. 

Q , — ^Will it be on joint signatures? 

A, — ^Yes, the other man should have also Rs. 5 lakhs. 
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— So two persons having Rs. 5 lakhs of capital each can borrow by joint 
signatures Rs. 2 lakhs P 
Yes. 


Q . — How much will they lend on one joint signature? 

A . — Generally in Rangoon they used to lend Rs. 50,000 for each loan^ 
hut now they only lend Ks. 20,000. In Madras I am told they lend up to 
Rs. 50,000. 

O . — Bo if a man waifts Rs. 2 lakhs he should sign with 10 otlier people? 
.4. — Yes, hnt out of that Rs. 20,000 the other man will take a moiety, 
and lienee he will get orlJy half the amount. 

-Bo only if he signs with 20 other people he will get Rs. 2 lakhs? 
-Yes. 


t 


Q . — There is a case here. Rs. 7,875 was advnnce<l in 1886 and in 1916 
i.e,, 30 years afterwards a decree has been ol)tained for Rs. 1,58,000. Here 
the amount is 20 times greater than the piineij)al. How do you ac*(*ount for 
this? They say the interest here is usurious? 

A . — It is not. If the interest is 9 per cent In 32 years the amount will 
lie Rs. 1,28,000. 

Q . — Then the rate should be ^ore than that ? 

.4. — It w’orks out to lOi per <*ent. At that rate the amount will double 
itself in seven years. If the interest is 12 jier cent, it will doulile itself in 
six years. 

Q . — If the rate of interest was 12 per cent, what will he the figure in 30 
years ? 

A.— It will be Rs. 2,56,000. 

-Bo you say the interest is not even 12 per cent? 

1. — Not at all. 


(j>. — How frequently have you to pay interest for your loans and over- 
drafts to your bank? 

A . — For overdrafts we are paying interest inonthl^y and for loans once in 
every 3 months. 

Q . — Is there a feeling amongst indigenous hankers that these l>a!iks should 
not charge interest every month ? 

4 — necustomod to it and do not feel any hardship. 

Q . — On loans you pay interest once in three months Is it not? 

A . — Yes. 

Q . — How do you pay interest to your depositors? Do you pay them 
also once in three months? 

A . — We are paying them once in six montlis or at the time the fixed 
deposit expires. 

Q. — How' frequently do you collect interest from your clients? 

A . — Mostly during the season. 

O. — How^ many times a year? 

A,- — Ouc‘e a year, from traders month by month or once in three months. 

Q, — Are*Chettis in the habit of deducting interest at the })egiuning 
when they grant loans? 

A. — No, only vei-y seldom. Only wdien we discount hundis. 

Q . — On pro-notes or on mortgage deeds if you grant loans do you deduct 
interest at the beginning? 

A. — No, never. 


3Ir. Thomas: Do you take any mahimal when you give loans? 

A . — That is only in rare eases. Even for stamps we are simnding money. 
When traders c*onie to borrow' money we give them a stamp^ paper. 

The Chairman; Do they execute deeds for a bigger amount than the sum 
borrow'ed P 
A . — Never. 


Mr. Muthiah Chettiyar : Do you know this only so far as Chettiyara are 
concerned or about others also? 

A. — So far as Chettiyars are concerned. Borne South Indian firms fix a 
higher rate of interest because they know in such cases they have to go to 
courts and when they go to court they may get a decree only after one or 



two years, and then the court allows interest only at six per cent. In the 
meantime they get the eontraote<l rate of interest up to the date of decree 
and thus they can nink^ up any loss by stipulating that higher rate of 
interest. Nowadays even munsifs are not allowing higher rates of interest. 

Q . — It is said in Sivaganga circle the rate of interest is 18 to 24 per cent 
with one year rests or 20 kaiatns of paddy for Rs. 1,000 loans every year. 
Is it right ? 

.4. — I think nobody will ho able to pay 20 kalnins of paddy. 

(?. — What i-s the price of 1 kalam? 

.1.- It (‘(^ines to Its. ;>-4-0. 

Q — What is one kalam, how many measures? 

.1. — o4 measures. 

Mr. Thomcij^: The pi ice some time ago was much liighor than it is now? 

,1 .—Yes. 

^fr. MMfhiah ( hffinior: Have these ('hettis got firms in Virudunagnr? 
What will 1 k‘ the rat4' <d interest charged hy these C’hettis to agriculturists ? 

.1 . — Tliev n(‘ver lend at mor<‘ thoTi 12 per ((‘lit int<‘rest. 

Q .- — On clean hums wliat is the rat<* of intererst? 

.1 . — Nowaday.s nolwKly lends on el(‘an loans. It is very difruailt to (‘olhfd- 
the amounts. 

— In Karaikndi 12 to 24 pt'r cent interest prevails. Is it correct P 

.4 . T hjiv<‘ riov(‘r heni’d of it. If it w<‘re t h<» ras<‘ p('oph‘ will not pay. 

is sugg<v-.t(‘d that legislation should h(‘ (‘uattcnl to rcxstrict tlu' rale 
of int<*rest that hankms should (harge to agriculturists and xitliers. What 
eff(‘ct ^^■ill that liave ii|)on your lending? 

.1 . — Po(o p(‘opl(‘ ma\ sviffer. A man may Ix' honest and lu' may borrow 
say Rs, lOd ior trade at a high(‘r rate of interest, lie may hav(' no socuriiy 
at all to gi^■e and out of this money iH‘ may eany on his husin(‘ss and make 
profit. If legislation is passed such h‘uding will h<' stoj^poil. Nobody will 
hmd mone>' on clean lo.aiis. 

Q.- -You say that it a legislation is iiassed r(‘st rioting the rat(' of infen‘st 
nohodv will lend moiH'v <'n chain loans and that (‘vm’vone will insist on 
s<‘cnritv ? 

A .- Yes. 

Q . — How Will sncli peo])le who are raising ca])ital now raise their eajilf.al 
then ? 

.l.--They will not he ahh* to raise capital. 

(J. — In what way then can the rate of int(‘rost charged hy indigenouK 

hank«‘is come down? Is there any method yon (jjn suggest? 

.1 You can i'<‘strict the rate* of int(‘rest for loans with siMuritv. 

.1// . Tfnouus : For what purposes ju(‘ ‘ clean ' loans takmi!- 

,1 . — For domestic purposes as well as for trade purposes. 

Q . — Do they borrow for non-productive purposes? 

.1 . — 1 do not think so. 

(>. — If it is for productive purposes they might go to the co-op'»rat ive 
societies ? 

4 — The co-operative hanks would not give tliem a single pi(* and f think 
th(\v charge penal rates of inter(*.st if the amount is not tmid in time. 

The (liorrman : You luenn that the rates wdll increase if the amount is 

not paid on the due date? 

4 — That amounts to a penal rate. The people have not got much 
of ex|>erieuce and they w^M not be able to know what tlie exact date i.s when 
they should make tiie imvi itmt. 

Q.—Jn every commereial hank they pay. The sooner tliev learn to pay 
is it not the fietter for them.? 

A. — Yes. But they are never in a position to do that. Even assuming 
that they are doing that, the co-operati\ sofieties an* only lending small 
sums of money up to Rs. 1,000 to the people. 
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0 ,- — You are talking of tho poor i>eop]e and surely one thousand nipees 
woiud Jje u great d^al to them. Would it not? 

A . — But wViere is the hecurity to offer? When a man wants a loan from 
the ep-operativc swiety he has to go to the secretary, the chairman and 
the treasurer and all this takes a very long time. But if on the other hand 
he approachc^H the private money-lender while he is on the road, the money- 
Jendor gives him the amount immediately and takes a jiro-note from him 
on the -Spot. 

Mr. Muthidh (lipff'innr: It is said that compound interest should ho 
prohibited. Supposing a law is passed to that effect, how wdll tho people 
receive it? 

A . — If coin|U)und interest is not allowed whore is the money to he spent 
for the realization of it and there can be no augmentation of the capital 
in that event. 

Q . — Do Chettis get })lank ])ro-note signed by the parties? 

A . — The paities will now i>e in a position to teach the Chettis. 

Q . — Are tho deposit iccoipts muv issued by the Chettis stamped? 

A . — No stamps are recjuired under the law for fixed deposits and curront 
deposits. But wdien the money has to he repaid the stamp has to ho affixed 
and thoie should he an endorsement. 

Q . — Do you know anything about the land reeoid system obtaining in tlie 
Federated Malay States? 

A. — Yes. If we have such a system in India we can do nunh busincs.s 
even in India. 

Q . — What is that system? 

A . — There is a land lecord office. In the record is noted the title deed 
either for lease or purchase*. Every transaction made by the people must be 
notified to the notary public and then sent to the land record office for entiy 
therein. As an instance if I take the title deeds for lands on which I give 
loans to a certain |)erson repayable w’ithin three months and he makes 
default, 1 send a notice to liiin asking him to make tlie repayment within 
such and sucli a day and tho notary public sends a notice to the land record 
office and afterwards they dispose of the property and pay the amount 
wdthin a certain period. 

Q . — What is the period within which you can realize? 

A . — Three or four months. 


Q . — In India how long wull it take to realize tho money lent on moit- 
gages ? 

.4. — Almut 20 years. 

Air. n owns: But is that the normal period? 

A . — In congested cases the money cannot he realized at least before 
the la])se of 15 years. There are some other difficulties also. 


Q. -Have you not got the same difficulties in Bulana? 

A . — There are no such difficulties in Burma, because in towns we have 
got the title deeds and in the jungles the t>eople have not taken to conceal- 
ment. 


Mr, Ain thia^i Chettiyar: It is said that for the iacome derived in business 
in foreign countries like the FekJeratod Malay States and Indo-China, it is 
oply the money remitted to India that crould be taxed to income and it is 
suggested by somebody that even wdieu the money is not remitted to India 
the profits in the foreign place should l)e taxed irrespective of the fact 
TV’hether the inpney is remitted to India or not. What is your opinion? 

A . — They charge a different kind of tax there. After that if you cliarge 
Jiere iilso, it will mean a double chnrge on each income. Firstly we pay a 
different kind of tax in the Federated Malay States and Indo-China and if 
we bring tho money hei'e you will be charging income-tax. 


Q •!$ there any income-tax in Tndo-China? 

A. — There is a different kind of tax there. 

Q . — ^Is there income-tax in Ceylon? 

A. — No.* In Indo-China they charge very heavy pnttandUf which means 
licence. 
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Q , — What eininexion will tln5 iiuligt^uoux hankerii have wiUi the CidBiral 
Bank to bo ostahlixlied in India P 

I — Very little. 

Mr, Thomas: What is the rate of intei-ei>t that you iX'aliBC' by leuding 
money in Burma ^ 

A , — It will lx? never more than 15 per cent. 

Q. — There was a .statement in the newiij)Ui>or called ‘ OoTti^aa ' that tho 
ordinary rate of interest charged by Chettis in Burmese villages is 18 per 
cent. Is it truer^ 

*1. — That may Ix^ in rare eases. But ordinarily they got only 15 per emit, 

Q . — Is it not true that the rate of interest is higher in Burma and 
Fedeiated Malay States thnii in India? 

A . — Of course it is higher and consideration should lx* had to tho heavy 
expenses that have to lx* incurred there. 

Q . — Do tho Nattukotlai Chettis store wealth in the shape of jewellery P 
To what extent? 

.1. — 1 told you that the^ have invested aliout throe or four crori?,s of 
rupiH?s. 

Q. -Is that jnoncy properly invested? 

A . — But the [)Oople want to wear the ornaments. 

y, - JJut are they all really worn? Do you not think that if all tlnxsc were 
converted into liquid a.ssc‘ts you will be able to give more money to the 
agriculturists? 

A. — Yes. If the bu>ini‘Ns guing on thoroughly, nobotly will km*p tho 
money In the form ot oriiamcrits. 

Q . — Is not jewellery d<*ad capitulr 1)<k*s any one gain hy such capital P 

.1 . — Thi‘ p(*ople want to wear it and hence ilu'rc* is tin* necessity ten tho 
ornaments a ml it ( an not Ik‘ >aid to lx* kept idh*. 

Q. — SuppoM* tin* Govermneut issue gold cert ifieati's and undertaki* to keep 
the jcwelleiy in a sale jila(H‘. Is this likely to attract the hoards of gold? 

,1. — What is the us(‘ ol k(*eping jewel(er> if it is not for wearing? If 
it is not woin ci rtainly it ejm Uv sold and tho money can be ntilizi'd without 
tliere l>eing any gold M'curity. 

Q. — I do not mean jewellery iiftcroly, but all gold lioldiiigs. Jf gold cx'iti- 
— I do not mean jewellery merely, l)ut all gold lioidings. If gold cx*rti- 
frtKiucnt, will it not? 

A. — Tlu're is no necessity for gold lx*ing kept with the Government. 

Q — What is tile extent of gold hoards in (’hettinad? 

,1. — They do not keej> much in the hliapc* of ^old. But they will liave 
gold ill the shape of ornamoiits biich as bangles ahid otlicr jewels. 

Q , — Is not. nuich money s|x‘ut in Inukling palatial bouses in C'hettiiuul ? 
is it a uselul investment? 

A. — The peojile are building houses according to their needs. 

V. -Can you maintain that for actual needs such large houses are needed ? 
Is it not so much dead ea|)ital? 

A . — By means of education the |?ooplc arc coming to realize by and by 
that it is not a wise sort of iiive.stment. 

Q , — Did not a c-ertain num1x?r of Chetti banks fail a few years ago? 

A. —Yes. 

n — What wei'o tho causes of their failure? 

.1.— 'The causes are various. They may have inctirrcd some loss and 
without revealing tliat they may go on borrowing and paying interest. This 
ivill min them. 

Q All the failures n re due to the same cause? 

A. — I was only giving one instance*. 

it due to speculation to any extent? 

A.—^Yes* Paying interest without income, the liigher payment of the 
income-tax are also the causes. Some of the firnui have stopped their busi- 
ness on account of the hca\"y income-tax. 
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Mr. Gopala Mcnon : l8 it due to, income-tax or buper-tax P 

/I. — Duo to both. I want to make u iew more sug^^e-stioiib. i hare alioady 
told you at>out the htamp duty on bills and the Insolvency Act. 7’he Pawn 
Act giving licence to cei*tain people only to obtain security oi jewels sliould 
not bo brought into India. 

The (Jhainnan : What is your objection to pawn-broking P 

*1. — 11 tho Pawn Act is passed, only c-eilain licensed people will have the 
monopoly of lending against the security of gold and we will not have the 
opportunity of lending against gold also. 

O . — You mean it will restrict your business P 

A. — Y'cvS. In Malay States it is restricting our business. The Land 
Alienation Act also should not be passed. 

Mr. Thomas: There is no such Act in existence in Madias. 

.1. — It should not be Inought here. That is what 1 want to say. In 
Purina it exists. 

The < Tiairnian : Have you any more suggestions to make? 

.4. — The summary system of trial should be introduced into the inufassai. 

Q . — You think it would be a great convenience P 

A. — Yes. It will be convenient ImtJi to the liankets and to the lyots. 7’here 
is a provision in the C7vil Piocedure Code under which the negotiable instni- 
jiKUits could be executed aiul the money obtained witliin six months. But 
W’hut obtains nowadays is w'henever a suit is filed, the ilefendaiii is given 
the riglit to defend himself if he has any special reasons and it takes six 
years and occasionally even more before the banker gets the decree and is 
in a iiosition to get the money. But by the time lie gets the decree the 
debtor may have failed in which case the banker would get nothing. 

Q . — Have you any other suggestion P 

4. — 'J'here should be the Bankers’ Kvidenc<‘ Act. The l>ankeis should 
not 1)0 asked to bi ing all their books to the court but they sliouid be allowed 
to [iroduce the copies. Otherwise their transactions will heconie pulilic and 
will lose their confidential nature. Again if we weie to keep two sets of hooks 
one for production in court and one for uko in tlie office, then it will involve 
a double expenditure with reference to the estahlishment. But what can be 
done i.s to take the original and the true copy of the extract to the court and 
after verification there to he allowed to leave the co])y in tlie court and to 
take back the original. 

Mr. Muthiah Chettiyar : M4iat do they do now p 

4. — The court wants all the books to he taken to the court and left there. 

The (Jhainno M : Do you not keep a duplicate set of hooks P 

4. — 'That will mean double exiieiiditure. 

Mr. Muthiah Chettiyar \ What is the remedy that you would sugge.siP 

4. — -If any books are inquired to be produced befoie the court, an extract 
alone should meet the requirements. 

The Chalrmair : Who is to prepare the extract P 

4. — The owner of the books. He may take the oxtiact and the original 
aiid produce both and after verification he should be allowed to take back 
the original. 

J — Can he not do that even now? 

. — That he can do only in Burma and elsewhere but not in India. 

0 . — Is not the law* the same both for India and for Burma? 

4 -But liere the CK>urts compel us to produce the books before them. 

— You should certainly produce them, should you notP 
1. — Y"es. But the difficulty arises because the courts want us Ifeep 
our books there. Even now there are thousands of hooks Icck^ up ji» 
the courts and some of our books get lost. Further, a lot people go 
through all our accounts and all confidence in regard to them ceases to 
exist. 

i-V 
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Q . — Have you any othor Jiugge^lioiuti' 

*i.^Tlio marked elieijue .diouid Ik? allo\^i'd. Supjnvso 1 luue to j ay all 
iiieolue-tax ot Ks. d,0(X) at Tiruppattiir iroin a jungle jdaiv. Iiisiead ol doing 
that, 1 can get it in the Imperial Bank oi iiulia oi any other hunk where 
1 have an account liy procluciiig a chcHjue which will be made gootl ioi payment 
and will l>e marked .so. Then it will Ik? sent to the treasury and thus the 
money will be remitted. 

Mr. Ciopula Mrium : Yim may liave to pay in Madui'u but the cluujuo 
may be drawn on Madras. Do you contemjilate such an instance r 

A . — 1 mean even in the same district. 

y.— What is it that you want to be done:*" 

.1. — Now 1 have to jiay only cik>h to the treasury lor paying the assess- 
ment. Wliat 1 want is that instead 1 should be allo\ietl to get a cluMjue 
markcnl good l)y the l)ank in N\hicli 1 have my accounts and hand that ncr 
to the treasury. 

Tf(r (Imirnuni : Havt‘ \(>u tried it;-' Dul you picsent the cheque in the 
Imjierial Bunk or in the treasury;^ 

.1. — Nobody will take the cheque in the treasury. 

y. — Will can pay by cheques. C'an you not:" 

.1, — In district headijuartcrs where there are Inaiulu's ol tlu' lnq)erial 
Jhink ot India it can he done but not in othei j»Iaces where there is no 
such luanch, 

-liave you any other jioint:*' 

.1. — 1 want to amend the Act relating to tin. lejmsit ol title ihanls or 
the jilcdge ol jcwil.s. Ncmaday.s nobod \ cun grd lisU ol the title dei'd.s 
placed in the hands ol the cri'ditors. It is only < ral noii . The man who 
lias (.lepositeil tin* titli' deeds and rec'cived moni‘\ na> say to-morroiv I hat 
ho mmidy placed those title deeds with the othc’ man lor sale custody 
and did not reieive any money. Nothing is reiiuiii except a list showing 
that such and such bleeds havi* hemi given as seeniity. 

sMr. Miifhinh i ficUnjin : Kveii now they can give ii letUo . Can they 
not:^ 

.1.— But that Is not being done. 

Mr. L’opofo Mrno/i . But that is being done in Madias. Do knou 

that Y 

.1.— ihit a jimialty is imposi‘il. 

Mr. Miitinah ('hrffii/ar: Do \ou mint that to Ik* loeahsi’dP 

A. — Yes, to a^(>id tlie diflieulties. 

y. — Yon want tlie nature lA tlie collateral seiunty now loniid in the 
t ity ol Madras to l)e extendeil throughout the Pi (‘sideiiey . Is it imt soH 

.1. — Yes. I'lien we can do a very large business even in India. 

Mr. (•ifjMild Mcuon : Do you n‘eognizc that the Govf?rnmcnt will lose a 
gieat deal l>y way of stanij) dutyK 

A. — No. Tlie trade will expand and jdenty ot tax will come to tlie 
Government. 


(The witaesb tlien withdrew.) 
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Oral evidence. 

Tht ijimlrnian : May I know what is tiie nature i>( your liusiuossh Are 
you carrying on Multan i hanking!'' 

A . — Our (nrsiness is mainly that, of inoney-leiul ing on the lines of the 
Imperial Bank and otlicr hanks. 

y. — To what soil of jieople do yo\i generally lend!' 

.1. — Mostly to meieliants and traders. 

Q , — What are they doing with the money:' 

A. — 7'hey are carrying on their tiade. 

O. — Do you confine yourself to any particular line of trade? 

A. — We supj)ly money to every liiu* of hnsiness. 

(J , — On what secuiity do you generally lend? 

.1. — We advance money on the personal security of ih(‘ individual. That 
means, we make eiujuiries uhout him as to whethei lie is honest, promfit 
in reiiaynieiit and that his hu.sine.ss is sound, and then advance money to 
him. 


O . — From whom do you get money? 

A. — We have got our own money. We have our own proprietors iu 
Bomhay and they supply us money whenever we require. 

). — 'You therefore get monev from your owii community? 

-Yes. 


Q . — Do you get any deposits? 

.1. — We also take in deposits, if they are lx?nehcial, hut uot to any very 
great extent. 

(>. — U]) to what jieriod do yon gcnejully lend? 

A. — We give sliort loans rejiaynble within tliree months. We advance 
money also on negotiahle instruments, on hundis, etc. Jn ease the party 
is very sound, we advance money i’e]>ayable in six months also. 


Q , — Do they repay you on tlie due date? 

A. — Generally they pay on the due date. Sometimes they 
But to those who fail we will not advance any further sum. 


fail also. 


n — What do you do in the ease of the defaulters? 

A. — We give them .some more time. If the parties still fail to repay, 
we will go to court. In c'ortain cases, the party declares himself insolvent 
also. 


t?. — Why do you not specify the days of grace in your hundis? Is that 
tlio ordinary practice in the case of hundis? 

A. — Here the people are in the habit of paying the money even before 
the due date. Days of grace are hei’e unknown. If that system is only 
introduced, they will attach a lot of meanings to it. Besides whfen we 
deduct in advance, we have to deduct interest also for nine days. That 
means that the bill is payable even w’ithout the days of grace. In a majority 


for written evidence — vide pp. 113 — 117 and 171 — 175 of Volume lY, 




of cases, the party tloes not give nii for those three dny*^, I msxy 

ako state that the Imperial Bank too does not give three days grace They 
charge intereat for thoae days ako, and the aords ‘ days of gracH' ' are only 
in name. The al>ove is one Nvay of advancing money. There is another way 
of advancing money, and that is by a demand promissory note. 

Q . — Do you do any husinos.s on trade hills 

.1. — Wo do no husino.ss on that. Onr main business is confined to hundis 
only. 

Q . — Do you advance any money on the particular gWMis shipped H 

^ — That also we do. ()n such do<*nments also we lend. We got ihoso 
documents into our hands. That will l»e in the form of a demand draft pay- 
able after .‘10 or 40 days as may bo the understanding Im^wcmui the parties. 

Thos<» demand drafts are also discounterl with us and we send tinun fiir 
(Selection or re-di.seount them with the Imperial Bank here. 

f,b — What are your rates of interest? 

.1.-- Tlie ratt^s of interi*st we charge t>n tlu‘ mou(*ys lent by ns vary 
acr^ording to the rate at the Imperial Bank. We gtauM'ally charge ‘2 to < 
l>er cent more than the Imperial Hank. 

Q . — The Imperial Bank rate varies from o to per cent ami occasionally 
to Jt pet* cent also, is that not .s<>^ 

.1 .—Yes. 

(b-— Have you ever charged 4 or 5 pt‘r <y'nt iao?(‘ than the Impminl 

Bank l ate ? 

.1.— No, we have never. Wc* charge only 2 Oi t pm’ cent above the Impe- 
t ial Bank rate. 

Q . — j)o YOU work in conjunction with tlu' Impcuial Bank? 

.4 .--Yes. 

Q , — Do you ki'ep large amounts youi*selveK? 

.1 Wo have large funds of onr own. If on oet anions we recpiire tiuitiey 
we discount thes(' hills with the [m()erial Bank. 

y.— Do you keep your cash in your house ot do you put it in llu' Impcuial 
Bank ? 

.1 We utilizx' our halanc*!' in our t rausact ions. It is iinly in the slac k 
seasons, when we have more surplus mom»v than nsnal that we k<‘(‘p onr 
money in the Imperial Bank at ^Indras and Bondinv. and tliat too for 
a short period. But in busy .scutsous we do not do that. 

Q . — Have you got anything to say about the Imperial Bank? 

,4. — Idle Imperial Bank competes with our business to a very great 
extent. Our ri'lations Imve far from satisfactory. They have vast 

resources behind them and to com|K‘t4' with them is impossible. Whem*ver 
we go to them for discounting cuir lolls, they learn thc' name of the parties 
themselves and directly ap]>roacli them, and otfer them a lower rate of 
interest. This stands very much in the way of ciur progre.ss and all (dforts 
to bring the parties to our side proves futile when tlie lni])erial Bank 
intervenes. 

Q . — T take it that you ohj(H:t to the Imperial Bank’s directly doing 
business with the people? 

.4.— Yes. 

Q . — On what grounds do you object to that? 

.4. — Because it is we w*ho advaru^^ money to our party on his personal 
signature. Tlie Tinj)erial Bank retpiires two signatures, and naturally a 
party wdio has nobody else to give joint .S4^iiritv cannot get any money 
at all from the lmi>erial Bank, On the other hand we undertake risks, 

and if the party fails, the only course for us is to los<' the money. While 
such is the ease, the Imperial Bankk interference and its offer at a lower 
rate of i nt eies'l is a serious obstacle to our progress. 

Q . — Do you not think hat your party benefits hy direct dealings with 

the Iin|>erial Bank? On what grounds can you say that tlie riiiiwwial 

Bank is competing wdth you? Is there not competition on both sides? 

I — I inf^y state that we are only very small Imnkers. The Imfierial 

Bank is a ver\' large bank and it is ini|iossible for us to f-ornfxt^* with them. 
On the other hand they are offering a lower rate of interest and attract all 
husiness. They are thus cutting short our business. 
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Q . — Are you not trying to out >ihprt their business? T should think the 
competition is on both sides? 

A. — Surely not, we are not competing with them. In fact we cannot. 
We take much trouble to convince our paHies to have dealings with us and 
give them all facilities. When all this is done, the Imperial Bank learning 
their narnc^s and addresses, go to the parties direct and influence them to 
have dire<‘t dealings with them. 

Q. — Tk it your argument that there is no competition on both sides? 

A. — T say there is unfair comi>etition. 

Q . — Is not the Indian Bank also competing with your business? Tlion 
Vt4iy do you <om plain of the Imperial Bank alone? 

A . — The Imperial Bank is the largest eoncern in India. With the Gov- 
ernment money and Govei'iunent support at its baek, it has always got an 
excess of money tliroiighont the year. But that is not the case with the 
Indian or an>' otbo!’ l^ank. They will have excess only at certain pait 
of th(^ y(*ar. and during that pi^riml they will do their own business. Tn 
my opinion th<‘y are not so much an ol»stacle in our j)TOgross. 

Q . — Is tliere an\’ otlier [)oint you wisli to say with refei’enee lo tbe 
Imperial Bank? 

(At tills stage the witiK^.ss banded over a inomornndum prepared by 
tbeir association at diallapnr in Bombay in answer to the quest ion na ire of the 
Bomliay Provincial Banking Eminirv Committee, to the Chairman and 
continued.) 

A. — W(» have got bore a printed report snbniittod bv oni’ association to 
the Bomliay Provincial Banking Enrpiirv Committee. There tbe points tbal 
we wish to make with I'eference io the nnfnii' com])etition bolween tin' 
Imperial Bank and ourselves are cloarlv specified, 

Air. Thomas: You do no agricnltnral business'-^ 

A. — N"o ; the conditions of agriculture ar(‘ (iulto difleient bei'e 

0 . — Yon are mninlv financing tbe trader? 

A . — Financing all kinds of trade. 

O. — Do yon finance nnv industries? 

A . — No industries: in industries may be imhided yarn dyeing, cloth- 
making and knitting. We bel]) them. 

0 . — You said that vou are bauk<‘rs like tbe Imperial Bank of India. Is 
taking deposits a part of ><)nr business? 

A . — Wo do not take generally deposits. 

0 . — Do you allow your clients to draw amounts u))on you by (heijue® 

A . — Yes; they send letters. 

O. — Do vou supply cheque books? 

A.— No.' 

0 . — Arc you nwai*e that, bv definition, a banker is one who takes dep^isits, 
siibieet to withdrawal by cbenuos? 

A . — But that is not prevailing in onr line of business. 

O. — Tn that case, do you strietlv come under the category of bankers^ 

. 4 . — But that is not pi'ovailing lien'. There are only limited fjrins aral 
concerns doing it. 

Q . — Can cheques be used only by limited companies? Private bnnkeis 
can use them, can thev not? 

A . — Such ])eop1e who acce])t deposits carry on business and 1 la'lleve 
allow tbeir oiistomei*s to draw their amounts by cheques. 

Q . — Suppose I have deposited some money with a bank. Without send- 
ing them a letter or messenger, I could give tuv creditor or tr’adesman a 
cheque in payment, and thus much inconvenience is avoided. That cheono 
will finally be ])aid by the bank, and the transaction will be closed. You 
are not carrying on such transactions? 

A . — We have got such transactions. 

Q . — Your transactions, T understand, are mainly to create and discount 
hundis and in that you are like a middleman standing between the Imperial 
Bank and the businessmen outside. Is it not so? 

A . — Yes; l>esides that we draw hnndis payable at Madras. 
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0. — At what rate of interest do you discount hundisP 

A . — At the current rate. 

Q — j>o other classes of banket's discount hundis at that rate? 

1. — Marwaris also discount at the same rate as the Imperial Bunk. 

Q . — Do they? I should not have thought so. 

4 — It is due to our financial position and status. 

Q , — How is it? 

.4. — Be<:'ans<* they know our position and that we an' remarkable iu that 
business, 

<,>. — How is it that the Mar war is are not getting the same jirivi leges? 

.1. — They liave got also .some privileges but not so much. 

Q . — They are also substantial people. They deal in lakhs. How is it 
that the.v diM*ount hundis on less favourable terms P 

.4. — lieciiuse we have l>oen doing this sort of money-lending hnsint^ss for 
a nninber of yeai*s. We lend money more honomably. I'liey charge a 
higher rate of interest. We look to the party and the safe return of 
money. 

Q . — What is the exact nature of yonr dissatisfaction with the Imperial 
Bank ? 

/I. — They try to ent short our business. The Imperial Bank in the earlier 
days could not deal directly with the parties befiuise they do not know them. 

Q . — And naturally too, when the Imperial Hank had l(*ss knowledge of 
local hu.sinessiiien it ixvuiired the help of middlonicn ; hut now it knows it« 
customers Ix^tter, why sliould it not deal directly with tlu^ local businessmen 
if really it does? 

4 — They don’t know about tlu* jMisition ol parties. 

Q . — Then they must Ik' risking their funds? 

A, — Seeing our business with the parties tb<\v think why not we also 
do some business. 

Q. — Do the jiai’ties benefit lyv that ; that is my (piestion? 

.4, — So far as intcuest is <‘Oiuerned they are lauudited. In the end they 
have got heavy losses in th«* last so many veal's. You will find that there 
are many failures in .\attukottai firms InMause •>[ joint signatnri*. 

Q — Why do these fiiins fail? 

A, — These peoph* are doing husineKs outside India at a heavy raU^ (»f 
interest and then’ parties ma\ not lie sohent. 11 tliosc parties fail, they 
also fail. 

Q . — Why do you compete with hankers? Klscwherc pc'ople like vou will 
only l>e doing hill-broking work and the hills they receive will l>e haned 
on conmiei'cial transactions? 

A. — That will 1 k\ 

Q . — Could you not approximate to the position of the l)ill broker in the 
Knglish money market? 

A . — 1 do not know the state going on in England. But so far as we aro 
concerned here my opinion is that their business is more wsure if they do 
business witli us. 

Q . — Why should not a l>ank deal directly w ith merchants if such merchants 
deserve such direct relation? 

A . — They can do it, but when they get some business through us why 
bhould tliey go direct to the parties? For benefiting themselves they Tnay 
do so hnt on the contraiw there are heavy losses. 

Q. — ^That is the hank’s lookout. Wliat I want is that hnsines.sinen must 
get fund.s on easy terms? 

A . — So far a.s interest i.s concerned the> paitii's are henefiU>d hut in the 
end thej' are not benefited. We advance money to merchants and industrial 
people. If they can get loney at a low rate of interest liy that procx*dnrc, 
it i.s a l>etter thing to do. 

4?.— Realljs I cannot see how you can legitimately inveigh against trie 
Imperial Bank for dealing directly with the people. As a Banking Com- 
mittee our interest is to secure for the merchants and agricultural i>eoplo 
more resoui*ces at a lower rate of interest. 

A. — They may get money at a lower rate of interest, hnt in the end 
they have got losses. 
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0 . — How do they lose? i 

A. — Two persons are r(^]loftsTble for the amonnt. Suppose two ]>eTsons 
go together and on joint ^iignatiire get money. Even though one- might 

be a solvent in course of tinie he fnay have losses in his business. Suppose 

one fails, the other man is held responsible and he has to pay the whol# 
amount. 

Q. — It is not so in most cases? 

. 4 . — Both of us go to the ))ank. Two signature's are necessary for 

fcrnnsa<-tiori. In that way business people get money. Suppose the party 

who gets money from the bank loses, 7'he other man is held responsible 

nnrJFbe has to pay the Imperial Bank. The Imperial Bank will be never losing. 

— What are your dealings with the Indian Bank at Madura? 

— No dealings at Madura. 

Q. — Ik it true that your business competing powerfully with the 
Indian Bank and other* local indigenous banker’s? 

A. — Our business is not competing, ft is rjuitc' on different lines. They 
liave come to take dojrosits. 

Q . — They are also lending to the merchants? 

A . — Only to a very small extent. Their rates are low in comparison to 
onr rates. ^riioy also are advancing, hut, for- the* fear of two signatures 
people come to us. 

Q . — Ts that the facility vou give* to the customers to their advantage? 
^.—Yes. 

Q . — 1 doubt it. for- facile credit is no boon, except to very cautious people? 
A. — Yes. Jf the party is not safe we will not give money. They are 
advaneing money on joint signatures. 

Q . — Are you not really restricting the work of the local joint-stock !>anks? 
A. — No. Because the parties will not go to tlio joint-stock banks cm 
account of your giving monc'y on joint signatures. I do not think t.bat 
they arc^ lK>iiig rc'stricted in any way. We are rather giving fac‘iliti(*s to 
the gc‘neral public than the Imperial Bank. Wc* arc* making enquiries, 
we take the trouble* of going dee]) into the* matter and we take into consi- 
deration the condition and status of the jrarty and of his personal credit 
lather than making the other man responsible for* him. 

(^. — You lend at 2 to 4 jicr cent above the l>ank rate. If the Imperial 
Bank is prepared to lend at a lower rate*, why arc* you standing against 
that? Bet them go direct and get inonev? 

A W e only say that tliose parties who have already ti’ansactions W'ith 

Its should not lie told not to have* dealings with us. But the lm]>erial 

Bank tells them not to have husiness wdth us but only with them. Tliey 

w’ill get prejudiced in discounting oni’ hills with them. 

Q. — You object to the Imjierial Bank )al(*s varying. What is your 
exact objec'tioir ? 

A . — About thr<*e or* four* yc'ars ago in slack s(‘ason thc*ir* rate of interest 
was 3 per cent and cluiing busy season it was 6 per cent oi' 7 per cent. 
Now' they do not reduce the rate to 3 |)er cent. 

(>. — Does not hank I'att* vary in all countries acc*ording to the conditions of 
supply and demaird for monov. Is it iieculiar to India? 

A.— No. 

Q . — Ts it not alwmys to their interest to keep the bank rate as low as 
passilile; otherwise will they get any business? 

A . — If I get more interest I wu’ll prefer it. But if they are lowering 
it, the other ]>eoj)lG will be low’ering the rate. The bazaar rate W'ill come 
dowm. 

Q . — Is it effective? Are yon in a position to make it effective? 

A . — In Bombay we have gob our own people. There are fifty firms. 
When the Imperial Bank rate was 6 per cent or 5 per cent our interest 
between ourselves w^as 3 per cent. We freely advance call money. We 
are giving hand loans for 3 per cent. If we have got money in eiccess we 
utilize it by giving to others at a low^er rate of interest while the Impe- 
rial Bank rate is 5 per cent. 

Q. — You therefore agree that there is a great deal of disparity between 
the Imperial Bank rate and the market rate in most parts of the year? 

A.— Yes. 
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S . — \Vliat IS the caiuso iur this disi>ari^P 
. — Theix? is no demand ior money irir Itid ttionoy market, I'radort* do 
not re<juire money during slack season, Dunng hustnoss they wdl require 
"wioney. TIk'V’ will not take money when trade is slack. There are other 
^classes of l>usineHN where money is u anted. 

6. — In wliat months is trade slacks 

A. — In June, July, August and Sci)teml>or. 

y. — Is it the tune hen agriculturists require monc> P 
A . — Wo do not know anything about cultivation. 

Q , — You liuvo got various points against the Imperial liank. )jkhat 
further facilitit‘s would nou rt*quiiv from tlie Imperial HankP 

,1. — The tacilities that we require arc that the rate of interest whiub 
increased should he Iroin A to (> per cent and that tluoe <night to he a differ- 
eiU'O between the late that tiie\ gn e to the traders and om |H'opU‘. 
We also want some proiit lor ourselves to manage our business and to he 
responsible ior them. 

Q. — Supposing .some ot these ddiieuU le.^ are got over by Govei nuii'iit , 
will you agieo to cany on Imsiness accoixiing U) a pii'sei-ilw'd pianp All 
bunking business ma> lie registered, tei ms ol Imuling presiiibiHl and 
aeeounts ))ernxlieall\ auditisl 

A . — That has to la* derided by the pioprietois. We are tlu‘ iminaging 
proprietors beie. 

-Wliat IS ,\oiu own opinion? 

-We generall\ advance mone> 1 rom 2 to I per cent toer ami al>o\e 
the Imperial Hank late. So lar as re'gistration is concerned we do not kmnv 
the opinion ol the propiietors. Whatever tlnor opinion might be d we aro 
givc'n eeitain laeditn's we tan eoine to a ceil am imderstandnig as regards 
oui’ pi'otits 

(^f.—Do the Multan is ( ai i \ on trade at all," 

A . — Verv rarelv 


t 


f. 


(J.-- Do the> engage in ^peeulativc business r 
No. 


Q .- — Do von agu'o with all tlu' recommendations oi the Sind Money- 
leiideis’ Association ? 

A. —So. 

Ml. Mtifhidh Chvfinitn . You sa> tliut deposits at d to 0 |>CM- cent mleri'st 
aro available. Aie you aide to deiiosils at that rate? 

A. — III laie < asA^‘s 


-Do vou get li\ed deposits lu*i(‘ li'oni d to (J pet cent iiitciest? 

A, — It IS not lixed deposits, but current deposit. 

0. — What interest do vou pav roughly? 

A, — We liuve ddVerent tmiirs lor different parties. 

Q . — Do you get huge amounts like that? 

A. — Not very large amounts. W«‘ keep such aeconnts m or(l<*r to give ^ 
the merehants }a(‘ilities. Wt* pav them rnttuest ficuu d to (J pfU' cent. 

Q. — Is there amount liki* Hs. deix/sited with >ou in that way? 

A. — It is in this wav, suppose a rneicriant sells gocKls (*ver> day then 
ho deposits the dailv collections with us. Some days afterwaids lie may 
have to meet a huridi on Homhay or so and then he withdraw, s the whole 
money. 

Q. — ^iiow inai]> Muitanis are here in Madura? 

A. — Four. 


Q . — ^What is the tota' volume oi bills discounted by all the Muitanis hero 
in a year? How^ many laths of rupees hills are you allowed to dis^.-ount w'ith 
the Imperial Bank? 

A. — We cannot answer. 

0. — It is said that the Muitanis do not tidvo advantage ot tlie imt>Mdal 
Batm s 3 *stein of discounting bills at different places. Why do .vou not 
discount bills originating in *Madura in Madura itself? 

A. — We send it to our head oflRee. We do not rc»quirc money here. 
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Q . — You fsay that you f>>oiid it to your head olEee 4ii Bombay and they may 
or they may not diwount it with a bank there. Is it not? 

A. — Y'es. That is the object. 

Q . — Or is it that you got favourable rates at Bombay? 

A. — No, the Imperiul Bank rate of discount is the same all over India. 

Q .- — Does the J!iii>erial Bank have a hundi rate ]>esidos the official bank 
rate? 

A. — Both rates are the same. 

O. — Are there not instances in which they are different? 

A. — Y<^s, if the Im]>eriul Bank rate changes to-day the hundi rate may 
change two or tluee days afterwards. But soon the lower rate is increased 
to the higher rate. 

Q . — You were saving that the Imperial Bank should not compete with 
you and you Jiave suggested in your memorandum that those bankers may 
1)0 appointed as guarantors of the hank. Now there are four Multanis 
here. Wliom do you want to )>e appointed as guarantor to the hank or 
do you want all of them togetlier to he appointed as guarantors? 

A . — One. 

Q . — Then will there not }>e the same complaint by the other three. 'I heii 
there are tlu^ Chetti firms. Why not appoint them? 

A. — 111 Colombo they liav(‘ one system. One man is api>ointed as a broker 
and all business is done through him. 

Q . — But ther<> is not such a thing in the Jmjierial Bank, Colombo. 

A . — Alioiit lmj)erial Bank, Colombo, f am not sure but tliey liav^e tliat 
system in the Eastern Bank, National Bank, etc. 

Q , — There it is the cashier that is doing it. Here you suggest that if 
yon are ajipointed as the middleman the disadvantage will be removed. My 
point is this, is there not a practical difficulty? 

A , — We will solve that difficulty. That guarantor will not do business 
with tlio parti(\s direct, ho will only deal as middleman. He will guarantee 
the business of other Multanis also. 

Q Do you allow cash credits? 

A. — Y\>s. 


— What security do you take? 


-On the top of the account book a 4-anna stamp will be affixed and 
the man will have to sign. The terms also will be written. 

Q . — What interest do you charge? 

A . — Between 8 and 12 per cent. 

Q, — Y^ou say that your discount rate is 2 to 4 per cent above the bank 
rate. What is your total or net yield? 

A . — It will be from 7 to 8 per cent provided there are no losses. 




. — Do you luive much losses here? 
Vie have losses at times. 


J . — What are the causes? 

, — There is competition in every line of business and this is the main 
cause for the failures. 


f. 


-Do people resort to insolvency proceedings? 
“Yes,* so many. 

-Do you allow more than 90 days’ bills? 

•Yes. 


Up to six months? 

.—Yes. 

Q. — Y"ou have said that you pay your agents as share of the profits. Whj 
do you not adopt the system of pay? Will it not work? 

A. — If we have the share system it will give more incentive to the agent 
to work and get better profits. 



269 


Q , — WTiat is your opiiuoa of stamp duty on bills i' Jt is now one and a 
kttlf annas ^ 

A , — It should l>© retlueed as inueli os possible. Generally our hundis are 
for three months and that means lialf-niina per month which is too much. 

Q . — What is the proportion of your capital to your l>orrowings 

A . — That we cannot give. 

Q . — You say that the Imperial Bank sometimes refuses overdrafts sinl- 
donly. Can vou give instaiU'csP 

/I. —Yes. 

You have nieutioned alKiut dclaiys in ci>urt. What are the remedies 
you suggests 

.4. — Suits where mgotiahh* instruments are coiu^>rne(l should he dealt 
with l*y suinmarv pisHinhire. Our eusos should 1 r» hoard at onw. Moreover 
the stumps on negotiuhle instruments and liuiidis should l»e reduced and un- 
stumped instruments should 1 k> admitted in evidence i)n payment of stiunp 
duty and penalty. 

(The witness then witlidrow.) 
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Wednesday, 29th January 1930. 

MAl^OBA. 

P 11 E 8 E N T : 

Mr. 11. M. (('Itairinan). 

Mr. P. J. ThOMAH, M.A., U.LITT., 

Mj- ('. (jiOrAJ.A Mknon, M.r.c. 

Mr. M. A. Mi thiah Chettivar, m.a. 

Kliiiii llaliudiir W Hamked Si ltan Maricair Saiiih Bahadur. 

M.R.Ry. S. N, SUBBA AYYAR Avargal, Banker, East Masi 
Street, Madura. 

Tlio witness pres^cMited tlie iollowing w ritten evideiiee to the Coinniittce : — 
L ©uj/TfAiab urr^^iiuih ^ 

eu&s^ffuSw^ Gurflaj estate serriroj^^ Quffiuj 
agricultural farm dEerr/r 61/^ ejpuu /i§ ujirujuSd)^. 

QeiJ€ffi(SUQ^^p^ih:^v. ^uQurr(i^)^ bit bit ^uj & jui 

holding ^Lfrm^Lh ^evsrvisuiTesrtffqfj^Lh^ qp^Qluujtlu 

^JS6BLo/riU ^^Ljssm QsveurrQpeS G),^iudp€ij/r<s^^ULh;^'r skr iSSL.<i>i7' siirtdi(^ 
@(^IT<3Sm, 

2. 8Sd)5i;/7‘6)9^ QTw&oTih^ ^smQdsd)^ 

LD^ec^ir^ ^ j5€5if Qp/seSloj Qp^Quj intrust UiLL^emfEj^eifid) &u9Q^drr eSiufr 

uirrffA&T ^eoih <sQ psuuQQ ^ pesr , ldc9J(^^ sircvp^d) SjrrrLbfEisBeifldsoQtu 
^jiSiu (oSiLUTUfT/flaek^ eurri&k ULLL.ecirr/hjS6rfi^ Qstressr 

Qeup^ eSp^(j^fr€5<sTT , 

3. Bill (Guifl^^&j stamp duty ejQp^ tQ^iL-i^/rd) sEhufru/rinh 

^^fr&o^ujiTLLj G)u0« g)L_a®0«©/ri^. 

4 . ud&(k<SBefi.€o Qprf}<r^stsr peu^om' Si.€;ssnpujd)‘iSfT^ 

Pl.ljligi/l1is^ ^&knip.Lu<^s&r ^eseuserr Ui^d6Bp^eSI(j^d^€srp6sr, Qptflffdsvr 
^^'u;^iLi6\)<6S&r SimLus^iueni^ekr usmih Qs/rQuu p, p^u'^eeor SL.€ksr[s^ujd)ds^ 

P€U^60BfUUU^ USSSIih Q6S/TQuupi. 

5 . pL-UL/eL'Lli^ ^.cma^iud-sek , — ^pp i^iud)6s&fr ^/rp/nressiLorriLi 

pspppfrdr^effiev (^prroj^ p/rLLQdQafrL.<6^u, Qt^tiop i^l&r^isfrd^^/rd) prsk) 
tLuQiunSaesuuGS^b-pssr, pdsirpptrir^m ^iLfruninh Q^luilild Q^ddiuLo/r^ 
f^U/i!€B€ffl6i> LDiT^p^ ^ih evilu^ jSnessnuLh Q,^tLiS(jj>/rs&r. ^pp 

eviLu^oS(^ ^PP ssufT puuLj€»<iLts^ &€(sr^ Quuj/r, ^«i/©tt//r 0 sstrrfleSlq^pp} 
€ryip:ih puLJLjeuilu:^ ^mu^ujevsm ^pppp tesifr pL^ui^euiLLpiL^uesr 
0#/r®<«@a)U49- €r(^puuQLh, psF ppiriram Qptfii^^ ^(skri^ujw&dsirfiSu 
§)GSrp pfT&ir ^fT^^UJiTUj 9^'jQiUfr@dS(ij^(r^efT, ®pp 9L€svru^uj&)£&rr 

^ihQuiTi^pj Q^frQd^^ihuLs^iLjLh ^eo^eu. ^0 fixed time ^ Qs/rQd(^ihui^ 
iLjth jy^@cu <3?uL-Ttbq ^iLuuuis^ (gGS>puS(T^sa ^uix^drstsfluSeo 

^€s>p legal instrument Q^tLiuuQ^mni^uj^ Qjririhu ^su^uuJt, 

pu.LjLiAfLlu^i s^ekru^LueSlsr LDirfSffldSiruiS ^esrjji @ 0 ^ 

6 . ^so ' AiUibfTQsr p^mQuff^d) pBij^£5sr t’^'ssrQarQisd 

da.(^uj urr0(^60h- 
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Tntugetioos harking. » 

* 

1. LJ«d.i*«rWlb Privmte bankers . 

<?iTptrjr€miiifruj banking ^ih'jb^^uatrm 0^A)so7QAj^6s^ui Q^uj 

6 (^frsmr, 

2. «<2#^ urrms/rs^ 

Qmrr(^^(T Br^wirQmmrrTijU Qm^umr/t^ W(^v^frsm . 

3. ur®«/f«§54(W, Banker €Tm m ^ Ibu^ldiS io Imperial 

bank , Qnjjp/ Joint Stock bank ai^ra/^ fp(^sSj§ tr^SD^iqih SfriLt^u 

4. df‘(^ 0 sr ur/sf 0 TB€k aL€^s^ujsu Bill of exchange), 

Q«^<sp(^ (ip 0 eSaj^ joint fitock bank m^u'lLLjrQ4Q(^trmeh‘, 

Qu0L£)U/7'^'i) 0uS^U79SfQ^lSd) M,uQujfrQ^^(T^/T 

5. Cash credit «€nrd^0<ffSoYr u a> ^£i irsSb\) 07 sar Q^LuQ(^,T^tirr. 

^ 0 /DdK 7 a ij 7 ,e>(^ 6 bTi^ ljQu 7 ^' joiot pro*noto ca;/r®0a/jB<^3R;. 

6. ^eursfsir Qurr^K^^iTtu single signature ^ 0 (r^ di/0 

fi9 0/T 5^er . 

7. g)^rr^ch deposit s.(<^ <9;irmQ ti^u7SkfSiLLQs(^ 6 to 7%, fixed deposit 
<ir(»5 6 to 9% €LSB.int9 tkJilof, Q^^^dQ^frdsm, 

8. ^00 urfitMfT^m Ga/«fi(£9«i> 9% (^0^ a/RDir ^9uj7U7ff}s^S(^Lh 

0€Oitit^traff<3E^S(^Lh t^L-«ir O«/rG)^@0»,r<!£6rr. 

(i) Qdi^dQ iS'Jv €i/SuQu7m 

(ii) Q^frnL^ti^eo a^4ffl «/r7-»<2;6i/d) execution^ nrrmuGib 0 r rijB(yMi^ 

LU^r 0 0ITLD0UJ, 

(iii) (JdBT^Llu^d) cr/huQLh j^^ld 00 ^ffiQjBbrr {^ 07 €kj 0 ^ Uf.Sff^uSw 
Q^rr46S(i^ii^uj70 ^a>ai/45«yr). 

(iv) Infeolreiicy 0 i^eifisf-s«a> 6 B&sfB^ €ii7j^m>uj6SL^ iS/rfieurfi 

d6L.«ULD6?DL- eujt, . 

(v) Ga'crfi if urr aA9LlG<«0ij Qu^^sikifruj bulLis^ sk^iLu^dQ^firQuu^p. 

(vi) Q^tdiuSeo joint stock bank STifieu a/dtf «Qd5/rG4^ mj^m 

(vii) Singie signatures security ffu v.ir Qs^Qy^ji^ risk 

<orQLJU 0 p. ^>r ^0 s^iresBnsjmmrr^ ^eii/rsm G«/T^#Lb SL-if mj^mQ 

tii(T^Q(nf>fTS&T . QuyCvCusehirL^ j^r&'(^LhQuj7(t^0i ^s^dfgjto 

6Q)UJ (0fff^^^UU7fT^Gfr . S)U^U7(^^(T^<4^iJct (^CBi fl. A) QjJ^iXU 

r^Bs>p;r 0 margin s Qeu^ Q 0 \uQ(r^rr< 9 ^^. 

(viii) Joint stock bank « err ei^eimrG^i ^Q 0 s^ 

«3er7 04 O^tu jv^0/rmr Qu/r^Sgan/w 0ei)tiu^\ 

(a) £9LLj/raApL_/r*@^«0 EE/reru^ stlfif ^€S)ulju 0 ;j , 

(h) suesr eunnaj^Qpenraefiesr se^Bi^ivih ^<9‘QiBfflujLD Q 0 rfi 00 fi 
BU6ST eniTiikir-vrQj'fieffr ^BCtjS^ajLjuu^ 060)0 ^(i^LhuuG'UJD^^;, 

^ 00 S S 7 FesBr 00 !Ti\) u^uirtirSiiLufr^ sL.€or 6 ^frrk(^&p 6 ^fr ^ S}jt 6 sbtQ 0 iru 
uir0dr0d) ^g0BL€OitifTu9Q^sQp^. 

9. «^C 0ySF u7m6S/flL^ti) oSCBjr/rp Qeo>i^turr0f. 

10. Court ^fTuLjy execution QppoSliufieo sr/buQu) s7»^0/rLD&v/4 

6 O> 0 u^ld, Court um^oimQ (jp0eS)aj SL^e^sdsrr Qxr^ihu ^es)puu 0 , QosfT&uQ 
SeSct) iS) 6 kf/rm 6 ir 'Somodgi Lfmpa/s/smr (i 00 €S)uj rFIsfrfrQs^ Qutl^ g^Looor 
4lfi(i9«b )S)s/r<««r j^BTm/osdReifr STiSofisrr Qur^ih j^MiL 

L.06B0 fd(^ 00 mi 0 }. 
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Xmp6nal Bank Bank sskr €nirds/rn ufrii(j^s^f 

§}wrrsisih^3 ^striuLOtrm- euLLu^43m st^eirOan-QiJU^, ^srujLD/resr «u9 
e^ekmtH^o draft (^^eSoj^ disoouQt draft QstQlju^, 

m/rSffi ^exjSff^iuua Q^iu ^QsrrQ s/Eir^ ^«//rdPeir eSiurrurr 

' 0 ^^ Q^iinuirir^m. ^a/Q«//r 0 Sirnrui^ Q ^ih Sderrdsm eD^uutrfrsm. 

11. ueesTiD erQuu^ uBKtth Qssn^Quu^ ^eG>%imaiieo joint Block bank 
«3wr«j5L. g)4[i//f«<^u.(i), depositor « 0 lq borrower dr^ih ^^^rBiUih Sifr&vfi. 

12 . ^JS/C €U 3 uufr( 3 d^ tuLJSf .43 uessnii 8 &s>l^ 46S GrurdstT/r 

Xj/rm/QsGrflmt €r/D^frQ O^iLimj^. — (1) QsfrQ^jS uaaar^ n^ 

Q^tumi^d} Qsoji^ QsrrQuu^^ ( 2 ) S}'^^ ®ir£issr^ cSs/sS^ld 

i/reiisrfljjih Q^lu 49 Q^frQd^eSlLLQ iSjt^ eS utu tjt^ p3>^ 

uQ^/sc^ih iSIjr&^jB^uuQ/g^^Lh et\)Tdsfrift^ (Ejpjird Qs^iujSTdi 

^^fTiSse^ ^&5)0 ^ jE ijgrrf4»LoTiLi GT/bj^Q^/rerreu/rfTiserr. e^^cS/B ^^sfftnjfy^Lh 
Q^tLHUfTLD^ ^eufrsdBtr /Siruu^^uuQjbuiSf^ujfTGsr ^lL'^lo ldlLQld 0<^iij^rr^ 
S)jbA ^3U^/r/r ^ssrj^Qu/reu/r/r^Em. 

13. 6F(3/s<!F u/r^iJmf^m^d3 GT^m)T aS ^5usi/<ff@jLb SFLDrrirfnLj 

^eu/rsdr eSuj/rufrjr/BjSeo sluG unrSd^LO lOO-cff^ 2 % to 3% per 

annam eS/Bih etjes^ir eviruih 3u(3Qp^. 

14. ^A'rr6B0rr pdtmm (y^s 3>i ir^d jl^ <SL^€srQs/rQp^ «ay0®(y/f 
am» 

15. &«^«0«(5T5«0 dvu.irLDi^ uffi/(3 upjpj ojjre^ SS^&ijS 

uj/ruS(3dS/D^. ^ ^Qutreo jSSu^Sgsct Ji^essns^vu^ s ( st^d ^ih m^TubLj 

^eaf^LjLD CB6i)€ijrrQpeS <sBiJJirutTjr(ipih QuQ^m ^i^qy^emQ. 

16. GQiururrn- uyimd 8 ersosu/r ufTB^o^^jSd) 

S)(3d^6)j^^frdj urrfEi(3 up^en^rsij^&r ^rr(crv^Lu/r(3Lh, 

17. Imperial Bank district centre fSB^stflso srpuilL-^^^ eSuurr 

uiTffi^^d^ ^i^^<5ohpiT€sr, Imperial ^^srr ^p(ru€arfE/^s^d (3 ^ipjbs 
^L^fWMeffl^ Local Ad7i80»'y Board <Grpuil.- ^rrd) ©s»r»«@ 5 i^ ^JQufr(^^ 
@0LJLJ€iD^fii9i_ ^rdv^ ^^^SRueoua 8os>uds (SUL^itfe^Q, 

18. Imperial Bank d) €ul,*s^ (ButrQaj Sd) iiin‘'reuiTLs^4S^d(3Lh jbsit d Mmr 
ssqffdr^ihy Ln/bpsi/jr6B^d(3Lh eSdJ^ajfr<5rLDTu9(^ddp^. 

QeumrQih. 

19. ^ssi[d<3SsA^L^'iSd) uessrd^^ GiJU'iL^^udu/rQLo ei t^d6BLh eSlcr^ 4 ^ 

^rr^^-ufriu €S(t^ 4 f^turr^fr dS/rjrGssrfd<ssfr (ydSujLcuruj 
ui^uLfd (3<5^psii^fr€ir, j^^auuuf^iufrsar sfrsrsmwsimn’m uessrpeoM «^ 0 iw 
Ot^ojiqu) <cussim^d) GrpuGih ©iTLOLo, ©ova^ ^ea>^<sB^isfrd Q^{rw^6vfrd), 

29. /ff/SfCLD/rU^LTj 0fd<SpT€SSTJjLOfT[L^lh (Ss^fTp^ GOGud^dti QJ^d-^ih QJ JT 
mr ( 3 efs>pp ^aj( 3 Sp^. 

21 . 6S^€srQ^n Qp jB uessrpss^^ ^ dSjrmfrdj ^'(^djQ<^cueupp(3 

Summary suit /EL-^i^<srso)s« 6 ir pu.pp mufaBsal (B 3mTL^Q<iB^d^ 
Oa/rQdssuirLh, 

22. Title-deed <ffoy/?«» 5 r (^ljiBgo ^i—cb? Q<s/ 7 'Q<di? 0 U 3 ifLlL^4^'B>p mofTusil d 

005 OsTBdfQBi/ir^/rui 9eoBudffBiSu9€v e^uesr SffDud 

0 Lb. 
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No. 30. Ks. 1^000* 

(Tpjd^ixrrffiu LDLCsh ^^'Dcr. 

O/.y. ./?. «». (^LD. 

r. H. S. KM. 

1930 LDQ^ ^€sr 21^, . j^. <5i . ttirui/, Qu. i/?. 

<ff. ©, (sSi) ; ®,®A ^u5ir;^^«0u:) JBIT&T^ QjS^ 

/BL^uL^ ^j^ojirir ^ tl _ 0 <*(^ Qsrr^fkrih^eu/r^^fr /r 

m/i^Lo (EiSB^d ^ilQurr^ Qjrr^(Ssfrosr Qu, rft. <5F. (5p»ld, il,tsf^ uj/tfi 

uoarih 0-7 tv^L^&sr uS^^'li^ld u,dQ/s(^)SdQ6sn’m tc 


dfdkeo'^^y 
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(?/ j. //?, ,y,. 


(T/vi nshif inn .) 


1. ~A ill irultnidJ credit (uhI crcdti jocititicn for st/ioJI ifiil ttsf rics. 

1. So lonjLi: as tlio Hindu Law of Iidioritanct* oontlniuv lo )k» mm ii is. iLort' 
is no possil»ility of l)ij^ ostut<‘s or uk* if^Oairal furnis sprinjjjinjLi up. TIhm'**- 
fo!o tlio lUM'd <l<H‘s not iiriso for larj^o sums of money eitlnw for eultivati»m 
expenses or for improvenH*nt to land. At j>reKent tlie lioldin^^s are wry 
small. The ryots and the landholders horrow ehiefly from I he mom\v-len(h'rH. 

2. The piodiUH' of this district is sold through commission agents in 
Dindigid. Madura, \’irudunaKar and other imiK)rtant lo^^Ils. The SJunll 
merchants go to the vdlhifxes at tlie tinu* of tlu^ ))arv^*st, p^ot the produce on 
payment of money and sell it in towns. 

.‘h If tlie .-.tamf) duty on hills is aholished there will he s(‘ope for expansion 
of trade. 

4. Tn these parts, dharsana hundis, tavanai hundis and nadappu hundis 
are prevalent. Dharsana hundi is j>ayahle at sij^ht. Tavanai hundi is j)ayal>h' 
at the time immtioiUMl in the hundi. 

•5. Nndaiffni hutidis . — These hundis are in use only amonjj; the Nap:aratlun'K. 
that is, the Nattiikottai Chettis. In the chief places where the NaKaraihars 
have husiness they give the rate of interest for each month. I’hat rate is 
called the nadappu rate for that place. For Imndis scat from c<*rtain locali- 
ties, the respective l(K*al nadappu ratt's will he required tf) hf‘ jiald. The 
Nap;arathars use these hundis more than they do the dhai-sana hundis. 
These Imndis are neither made payable on demand nor are they payahle 
within a fixed time. Therefoiv it i.s ahsolutcdy necessary that thc*M(* shouhl 
he r€*cop:nized as lej^al instruments tf) avoid them from lacking in any tiring 
under the Stamp Act. A sample of the iKuhijtjm hundi is attachc-d herew’ith. 

6. There are no hanks for K*vinK lonK-terni loans on the secur ity of land. 


/ / — JniJ’ujC}} o u X hnnhitKj, 

1. Tn these parts there are many indigenous hankers. Generally they 
attend to all matter’s connected wdth hanking. 

2. As among tnemst^lv^s the indigenous hankers in one j)lace act as 
agents for the others in another place. 

3. No facilities are afforded to these indigenous hankers ns bankers either 
by the Imperial Bank or by the joint-stock hanks. 

4. The indigenous hankers u.se hills of exchange, chofpies, et<*.. just as 
the joint-stock banks do hut mostly they are in the vernacular. 

35 
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6. Cash credit accounts arc entered on]^^ in their account hooks as current 
transactions and no joint pro-notes are obtained as are done by the joint- 
stock banks. 

6. Generally they issue loans on individual security. 

7. They ^ive interest on current deiM>sits at 5 to 7 per cent and on fixed 
deposits at 0 to 9 per cent. 

These hankers lend at the rate of 9 to 15 per cent to merchants and 
landholders. 

(/) The enhancement of court fees. 

(//) Getting hack the money lent according to the convenience of the 
executing it, 

(}}}) The miscellaneous expenses in court, that is, those expenses which 
cannot he included in tlio decree. 

(iv) The greater lienefit derived by the defendant than by the plaintiff 
in insolvency cases, 

(/’) The ])ay merit of high interest for deposits from outside. 

(nj) Raising loans from joint-stoek hanks at a high rate of interest. 

(vli) Taking of risks by giving loans on single signature. 

For these reasons they are charging a high rate of interest. Wlien the 
above difficulties are obviated there w'ill he some reduction, Jliit in their 
l>rosent stage they work with a very small margin of profit. 

8. Whatever ho the nuinhei* of joint-stock hanks that may he opened the 
public will derive benefit only if facilities are afforded for the expansion 
of indigenous bankers. 

(/) The depositors getting a high rate of interest. 

(/’/) Getting hack the money lent according to the convenience of the 
debtor. 

As a result, both those who deposit money and those who receive money 
nro henefited. 

0. Tn these jiarts relations among the indigenous hankers are not inimical. 

10. P]Iiinination of the delay in the gi*ant of deoi*oes by coui’ts and the 
execution thereof, reduction of the mount fees in courts amending the law 
to enable them to |iroduc‘e copies of their account hooks as they are not in a 
position to bring their accounts', giving of loans to these at easy rates of inter- 
est by the Imperial Bank or Government hanks, discounting and giving of 
drafts for small eomiiiission — if all these facilities are afforded they will he 
able to expand tlieir hiisine.ss and open brandies in the villages. 

f 

11. In regard to depositing and withdrawing money, the indigenous 
hankers give more facilities to both tlie deiKisitors and the horrowei-s than 
the joint-stock banks. 

12. If after making arrangements for the indigenous hankers to get 
money from the Government hanks at an easy rate of inteiest and affoiding 
facilities for the easy realization of their money the Government by 
means of nnv enactment make certain rules for the proper conduct of the 
business of the indigenous hankers, the latter wil have no objection. 

];i. The indigenous hankers are getting a net income of 2 to 3 per cent 
extra profit on the capital (private or horrow'ed) that thev invest in linsiness 
after deducting interest for their capital and deposits. 

14. They issue loans having regard to their capital. 

15. As a result of the abolition of stamp duty on cheques, the transac- 
tions in hanks have increased. Similarly if the stamp duty on hundis 
is also abolished there is a chance for the transactions increasing further 
still. 

16. Tf fill the records current in the business were in the vernacnlar, the 
transnetions in the hanks will he on the increase. 
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17. The oponinf: of the l»rant hei> of the huperiol Hank in ili>t i ii t ( out res 
is of couc'NO henotieial to inercliants. There is h ohantv of (ho people getting 
in<nx> iK'nehi tlian they now liave from these hiaaches if loeal advisory 
hoaitls wert' fornuHl in thost' places. 

18. The rate of inU^rest charged hy the Imperial Hank is varying for tiio 
Marwuris, Xagarathiii's aiul others. This should not Ik^ allowed to totpinue. 

19. I'he habit of investing inoney is growing among the peopU'. 1 ho 
reason for its not developing rapidly i.s the hu k of ediu ation. Tlie other 
reasons may he said to Ik^ (he diftieulty of realiaation, the expenses to he 
iiKUrreti and so on. 

20. Idle habit of hoarding wealth in the sha[K' of gold and jowelleiy is 
on the decrease. 

21. ^lufassal (M>iirts may he empowtueil to t‘onduet surninaiy suits for 
the easy rtuil ization (d the money lent. 

22. ddit' law relating to giving of loans (»n tlu* ileposit of title di'eds may 
he hrought into forct' in tlie inufa.s.sal also. 'I'herehy loans eouitl he raised 
witiiout any expendituie. 

No. 30. Us. 1,000. 

It U. S. Uai. 

LM sf rhtnmK ij 1930. 

S. A. S. of Kilachivalpatt I. 

Ih. U. U. S. U.M. Us. l.OOO. 

]*. U. S. Um. ivaiuppan (‘fiettiyar of Uang<Mni t pay tiu' hearer on 
demand the siuii of rupees one thou.sand inentioiuMl ahovc' t-ogetlier with 
iidere.st. at the rate current in Hangoon. I rom this date to (he or<lei' of 
(lie ahovemmit ioned ptoson and debit the same in <nir aeeounls vn ith an 
eiidorseiiKMit ol the payment hereon. 

Dati'd 2Ist JanuaiN 1930. Ih ]{. S. Um. 


Oral evidence. 

Thr ( 'h<i I nniin : Vou are a hanker currying on fnismes.s in Maduiap 

A. — Yes. 

y.' — You do not l>elong to one of the regulai’ hanking eonmiunitie.^ 

.1. — I belong to the Ininking eoinmunity. 

Mr. Tfio/ntis: You are fifim Kallidaiknriehi 

A. -“Yes, in the Tinnevelly district. 

y. — In your inemorandum you refer to the ‘ nadup( u ’ hiindi.s. Is it not 
a liundi whicli carries interest at the current rater' 

A.— Yes. 

Q. — d'hat hundi carries intoiest not at the rate which prevail.s at the time 
it is drawn hut the late varies from time to time. Am I ('orie(tr' 

A. — Y'es. It will vary ueeording to the current rate, 'i'lie interest is fixed 
every month. 

Q . — Do vou deal’ in sin li bund is al.s^i? 

A.— Yes.*^ 

Q . — What IS the nei*es.sity for such class of liundis!^ The ordinal y itundi 
dors'^ not hear any intei’est. 

A, — But this iuindi will take time and so it carries interest. 

4^. — Hut the ordinary ir’ days^ hundi does not carry any interest? 

A. — In the ca.se of such hundis they deduct interest hefoiehand and there* 
fore it is not shown in the hundi. 

O . — Are theses nadappu hundis negotiable instruments? 

A. — The nadapfui hundi is neither payxdde on demand nor is it payable 
on a fixed date. Il is not correct to say that it is a negotiable instrument. 
This has uot l>eeu decided in a court till now% 



Q . — Jt docb not also specify a fixed amount. The amount payable is iiot 
btated exactly. Js it necessary that you should liave such hundisr* 

.4. — Certainly wo should have such huiidis. These hundis have l>een in 
use for a long time and the amount involved is very large. 

Q. Is it not confined only to this part of Jndia? 

A. — No, it is prevalent in Jiurma, l^enang, and also in other plac-es. 

Q . — I understand that this kind of instrument is confined to the Chetti 
community. Am J corrects 

4 — nadappu hundis are used largely by the Chetti community. 

(J . — Is tfiere any otlicr community that uses these 

4 — Yes, but tiic'y fix Uie rate of interest in the hundi itself. The other 
coinmiin itic*s also write hundis but there tfiey specify the rate of interest, 
liut in the hundis drawn by the Chottis the interest will l)e changing from 
mcjntli to montli. 

Q . — How much does it changed 

A . — It will cliangc from 9 annas to lU annas per annum. 

Q — You say that this variety of hundis should be recognized as a legal 
instrument. 1 do not quite follow the necessity. Js it necessary i' Wliat is 
tJio advantagci that you get by this nadai)pu hundi which you cannot get 
by the ordinaiy cibarsana hundi or the hundi payable at sight or alter a 
fixed date? 

A. The benefit is this: tlie drawee of the liundi may j)ay it at his will 
and pleasuje. Siiiiposc a nadappu hundi is i)resentecl for })ayment to mo 
and 1 have no money with me. Then 1 can ask that person to come alter 
some days to receive payment. 

y. — Will not tile 90 days’ hundi serve that puriiose? 

A . — Suppose the man gets money on the sixtieth day. Jf it is a nadappu 
hundi lie can at once iiay the hundi and interest will have to be jiaid only 
till the (late of i)ayment, but if it is a 90 days’ hundi then he will have to 
keep the money idle lor 30 days mort^ ; if he pays then he w ill not get reduc- 
tion of interc\st. Thus in a nadappu liundi lie can pay at any time. This 
kind of hundi is more convenient to the merchant. The nadappu liundis 
drawn by other communities specify the inteivst, say, 9 j)er cent or 10 per 
cent aiicl so on. One oiiiia stamp is sufficient for the hundi and it is m>t 
payable on cleiiiancl. These legal deficiencies must be corrected. 

Q — You say in A our memorandum No facilities are afFordod to these 
indigenous l)ankers us bankers either by the Jinpeiial Bank or tlie joint- 
st(K*k banks.” Ho not they discount the hundis brought l)y the indigenous 
banks ? 

A. — Yes. The position is this: if an indigenous banker is worth, say, 
Its. 10 laklis, even then he is treated as an ordinaiy customer and he is 
given a credit of Ks. 2 lakhs or 3 lakhs. 1 say that if that bank is a gwd 
bank it should get a erc^dit of Its. 10 lakhs. There everybody is tieated as 
an ordinary eustomei’. Tliere must be difference of treatment iK^tw'eeu oicli- 
Jiary customers and bankers. 

Wby.^ 

.1. — If accommodation is given in this fashion trade will increase. 

{). — Do you not think that the banker will advance as nmeh as is safe for 
him and so much only? 

.1. — I’lie small merelumt generally does not go to the bank, but he gene- 
rally goes to the indigenous banker. If the bank discounts a larger aimnint 
of bills, then trade will increase. 

Q , — Is that business safe? 

.1. — Y^es, the bank may take into eoiivsideration the credit of the drawer 
ot’ the hill also. 

O . — Then why do they not now do it? 

A. — The small meixhaiits do not go to the bank novv-a-days. 

(?.— Why? 

.1. — Because there are so many formalities. It is very difficult to approach 
eiich banks. 

Q. — Cun you avoid such formalities? 

A. —No. 
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Q — vSueh formalities ai'c ncx^essary. Are tliey iiotl^ 

.4 Only in the fii-st stage. I have had dealings with the Imperial Bank 

for the last 20 veal's and so 1 do not feel any dittinilty now. 

Q — IX) vou not think that thesi> forinulities cannot ho ignored? 

^4 My position is this: if yon dis<'tnint more hills of these indigenous 

hankers they will also take more hills from the small merchants and thus 
trade will increase. As far as safety is contxuntHl, you cun take the credit 
of the hanker and the drawer into a<count. 

Q . — If as you say it is a safe husiness why is it not done now? 

.1. — It is a safe husiness. 

Q . — Then why is it not done? 

.1. — I cannot say. 

Q . — You make a suggestion h\it it is not quite clear wl\y that line of 
husiness is not done now. Tliere must he some dc*fect about it ? 

.1. — What I say is now smaller merchants are not going to hankers hut 
only to tlio indigenous hankers and if you give facilities to the indigenoufl 
hankers they can take in these hills and then disiount such l)ills with the 
Imperial Bank of India. If the Imperial Bank gives higher credit to those 
hankers then trade will increase. 

— Is it not to tlie interest of the Imperial Bank to give moix^ ereilil to 
llicse l>ankers? 

,1.- -They are not doing so at pre.sent. 

y. — It they are unwilling to extend tlieir tied its to you there must ho 
some otlier cause behind it? 

*4. — 11 tlie trade! comes to them directly th{\v will accommodate him. At 
present there is competition ix^tween the hanker and the imiienul Bank, 
'riiey want to deal with the trader ilirect. 

(^K — In that case it will have the effect of cutting out the indigenous 
hanker altogether? 

4. — (Vrtainly. At pi'c‘sent tlie Imperial Bank is giving small credit of 
Bs. 4,000 and Hs. 5,000 to small trad<*rs. 

77ir (luihiHdn: Will it not have tlie ctleet of sending these triidesiiien 
direct to tin? Imperial Bank? 

A . — At present t!ade hills are very rule and .siinjjly credit hills aie going 
on. 7’lu're are no ?eal ti*ad<* hills going on. 

Q , — Ale al' the lulls accommodation hills? 

4.- Yes. 

(J . — Would you like the Imjierial Bank to iliscount sucli hills much more 
fjeciv tlian ilie\ do now ? 

4,— Yes. 

(jh— Surely tlicn they w ill he taking a vei\’ great risk indexed? 

.1. — These hills come through indigenous Ininkms and they can take into 
consideration tlio ciodit of the indigenous hanker and that of the drawer. 

(j>. — So you want to put the indigenous lianker into he position of u l)i!I 
broker? 

4.— Yes. 

Q , — Are there no hill luokers apart from tiie indigenous liankeivs.^ 

4.— No. 

Mr. : You liave pointed out that the Imperial Bank is trying to 

deal direct witli the eustomers? 

4.— Yes. 

Q . — ;The Jm[)crial Bank exists for giving facilities to hiisinessmen. With- 
out middlemen, they will get money at reasonable rates, if middlemen 
intervene, the rates increase. Is it not so? 

4. —Yes. 

Q . — No wonder tiieii, th. i the businc.ssinen are .show ing a grow ing anxiety 
to deal directiv with the ]in|>erial Bank? 

4.— Why? 

Q . — Because if they go to the Imj>erial Bank they will get their hills 
di.scounted at the bank rate or a little highei whereas if they come to you they 
will have to pay more. What is your discount rate? 

4. — 2 i>er (?ent above bank rate. 
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0. — What is the hank late now? 

.1. — Jt is per («nt, lor^ the hank rate at Maduiii is IJ per cent more 
foi' hills and 2 per cent jnoie tor cash credits than the head office rate. 

Q . — Are many merchants now going to the Imperial Bank? 

A . — No. 

A . — ]iecaiise there they do not get nice treatiiient. 

Q. — It the lm])eriai Bank treats them better in future? 

A . — They are trying, hut traders will not go to tiiem freely. 

Q . — 'then they must come to 3 'ou ? 

.1. — Yes, they must come and they will come to me. The hankers do nut 
get any special treatment from tlic Imperial Bank. 

Q. — Do you take deposits? 

.4.— Yes. 

Q . — Do you discount liuiulis? 

A Yes. 

Q . — Do you allow your customers to operate upon their accounts )jy 
means of cheques? 

.4.— Yes. 

Q . — In what way are you treated distinctly from the Alarwaris Of- tlie 
Multan is ? 

/i. — 'J’ho Imperial Hank of India discounts the hills of Multaiiis at 7 pe*i’ 
cent while it ciiarges 8^ per cent for Chettis and other communities. 

Q . — Wlmt is the cause of that? 

.4. — The tradition lias come from iiombay. 

Mr. MufhioJi (licti'njar: Do tlie retail merchants who diaw bills go to 
tile imperial Bank dii wt to get (aish ? 

A . — Tliey are not going. They can go hut they come to us because they 
can get money on the sjiot. If tliey go to the lmj)erial Bunk they have 
got t^) wait. 

Q. — 8nj)j)ose tlie huftinessmen change their business hours and take lo 
strict hours of business? 

.4. — Now they cannot get iirojier treatment in the Imperial Bank. 

The ( 'Jui'niiKui : ('annot they get it at a lower rate of intei'est? 

.4. — Sup[>ose the retail trader is not ready to [niy on the due date, the 
indigenous hanker will pay for him and wait for some time. But he will have 
to pay to the Imperial Bank on tlie due date. If the hundis arc endorsed 
we will })ay the sum and take it two or three days afterwards. 

0. — What other banks are there? 

A . — There are the Indian Bank, the Travancoie National Bank, the South 
Indian Bank of TiniievelK’^ and the Hindustan Bank is to 1x3 opened shoi-th". 

there a branch of the Central Bank of India? 

A.— No. 

Q . — Is there a hruncli of the National Bank of India? 

A No. 

Q . — Is there a hianch of the Indian Bunk? 

.4.— Yes. 

Q . — Do they deal directly with the small traders? 

.4. — They give accommodation to them. 

Q. — Is there any difficulty? 

A , — Not much difficulty. 

— Do they strictly adhere themselves to the banking hours? 

-They keep the same banking hours gs the Imperial Bank. 

J . — Is that an inconvenience? 

.—No. 

-Y^ou do not take exception to the Indian Bank doing that business? 
.1. — As bankeis we do not get better treatment from the Imperial Bank. 
If we get better treatment we will increase our business and the Imperial 
Bank and other joint-stock banks will be benefited. 
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Q. — How? Why should those hanks give you special tixmtineut. The 
lmi>erial Bank, the indigenous hankei's and joint-stoek hanks ai'i> tioing the 
same business. What is your claim upon theiii? 

A , — If they give us lM?tter facilities, we will increase our husines> and 
thereby their volume of liusiness will also increase. Uelail menhants will 
not go direct to the Imperial Bank. 

Q . — Do they go to the Indian Bank and get better facilities? 

*4. — Yes. 

Q . — They do not go to the Imperial Bank? 

4 . — No. 

O. — W^hat is the difference? 

A . — The difference is this: it is under an European management. Wo 
cannot go and sen^* directly the manager. F.verything must l>e done thrtuigli 
the cashier. The (ushicr himsclt reports. If a man giH's to the Imjicrial 
Bank for a loan on the lii-st of a nioulh he will get it on tlu^ .‘lOtli, It will 
take more time than the Indian Ifank. As regards the liidiuii Bank, tlnnc is 
an advisory boaid 1101 * 1 *. Everything is recommended tliroiigh the advisory 
hoard. We can get loans very eai‘ly. 

Q . — Has the local agent of the Indian Hank any authority? 

A. — No; but tlie agent goes aiul empiirtvs about the party i>ersonally. 

Q — Willi r(‘gard to insolvency ta-ses yon siigg<*s1cd that tin* bmndif is 
always for the defendant. You have written about it in youv r(*|)ly. Is 
tliat a reisimmendation or ditfieiilty? 

. I . — '^rhe deUmdant is more benefited than tlie plaintiff liiniseU in insolvencv 
ca.ses. 

(b — What exactly is tlie diffienlty? 

4. — First of all the insolvent is henebted b4‘( ans.(' in* gels prott'ct ion . lip 
to now criminal procec'dings were not tak(‘n against him by tlio i’eci'iv(*r. 

Q . — Such jiroceedings are ev<‘n po.ssible now? 

.4. — It is a d(*te(t in tin* practici*. The ree<*iv('i’s do not take action. 

Q — Wlio is to 1 k^ lilanied ? 

.1. — iNfy sugge*>tion is that th(‘re may he one official r(*ccivcr but a com- 
mittt>e must be atiiiointed. 

Q , — On whose behalf (Uh*s the receiver act? 

.4. — He acts for the In'iiefit of the d<‘!>t()r as well as ci-<*<l itor.s, II a eom- 
Tnittee is appointc*d they will take neeessaiw st<*ps. 

Q . — Tile chi<‘f object would lx* to stimulate tin* rc‘(eivt*r? 

A. — Yes; there is no objection in a(>f»ointing an official r<'ccii<‘r. 

Q . — Do you take any deposits? 

A . — We take defies its. 

Q. — Do you jiay a higher rate of inU‘rest!'^ 

A . — For current account we jiay 5 per <<*nt. 

Q , — Do you keej) any fixed proportion of your capital bi current 'icc-nunt? 

.4. — We are keeping casli accounts for one and a half laklis. 

Mr. Th(>})uis: What is the total of your defiosits? 

A. — Our deposits in this city ainount to three lakhs. 

The Chnrtrnan : Are thev ojierating v<*rv mudi on current account? 

A.— Yes. 

Q , — There is no clearing hou.se in Madura? 

A.— No. ^ 

Q. — Are nianv clieques drawn on you? 

A. -Yes. 

Q — Xs it a fact that the customary w’ay of d(*aling with tlie cm rent 
account is to .send a (beqiu " Is it noc*e.s.sarv that it should 1 h* sent to you for 
cashing or can it lie given to sonieliody in lieu of cash? 

A . — It is not necessary that he should come. 

Q , — That is not the practice here? 

A.— No. 

Q , — Are monev payments made by cheques? 

A.— Yes. 
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Mr. Thoman: Are they using rhefjues to a very great extent? 

A.— Yes. 

The Chairman : Your daily transactions amount to two to three lakhs? 

A.— Yes. 

Q, — The cliecjuo comes ultimately to you. But if he presents it to any 
other bank there also they get money. Are they usually presented by the 
payee to be cashed.^ 

A. — The jjayee comes to us directly or presents through other bankers. 

Q — Which is most common? 

A. — The |>ayee often comes to us diiectly. The fact is that there are 
only ]5 or 16 cash credit accounts in the Imperial Bank. 

Q . — On the other hand, you liave no clearing house? 

A. —No. 

Mr. Thomas: The chorine habit is increasing? 

A.— Yes. 

-Particularly after the abolition of the stamp duty? 

1.— Yes. 

The Chairman : You ])ay 4 to 5 per cent on current accounts. How mucit 
do you pay on fixed deposits? 

A. — We pay on fixed deposits from 6 to 7^ per cent. 

il/r. (rOjpahi ]\Ienon : Is it 6 per cent for six months? 

A.— Yes. 

0. — 74 per cent for one year? 

A . — Yes. 

The {'hai rman : You suggested that facilities should be made to get loans 
from Government at cheaper rates of interest and that they will }>o gladly 
accepted. If any facilities were given by Governnient, what will you do in 
return ? 

A . — We will reduce our interest. 

Q. — Another suggestion W’as being made by another set of bankers that 
the indigenous bankers should come under a scheme of audit? 

A , — Private or Government? 

Q , — At j)resent the Imperial Bank and other joint-stock banks are audited 
by private auditors. Would it be advantageous to you or to indigenous 
bankers if they are brought under a scheme of audit? 

A. — If we are given the facilities, you can have the power of auditing. 

Q, — You think that would be a good thing. Do you think that there 
would be any difficulty at all? 

A. — No difficulty. Our accounts are audited for the last ten years and 
w^e produce them for income-tax purposes. 

— The habit of hoarding jewels is on the decrease? 

1. — Yes. 

Q. — Well, how do you arrive at that opinion? 

A. — From common practice. 

Q , — Have you got any figures to indicate that? 

A. — T cannot get any statistics. The hoarding habit is no doubt decreas- 
ing. If w'e give the village people proper education, they will increase their 
banking habits. Want of education is the main reason for hoarding. 

Q. — Want of facilities for more profitable investment? 

A.— Yes. 

Q. — You suggested that there should be small cause courts here and that 
they should be empowered to adopt summary procedure? 

A. — Summary procedure adopted by the small cause courts must also be 
extended to mufassal courts. 

Q , — It is all right for the creditor. What about the debtor? 

A. — If you do not give any facilities to recover their loans for bankers, 
naturally they wdll increase the rate of interest. If you give them some 
convenience they will reduce the rate of interest. If you want them to 
reduce their rate of interest you must give them facilities in realization of 
loans that they are getting in Federated Malay States. For that pur- 
pose there must be legislation, 
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Q ,* — Do you think that it will be abused? 

.4,— No; certainly not. 

Mr, Gojmla Menon : Ts there much delay in courts? 

A, — Yes; on act'ount of that we have to increase our rates. 

Mr. Mafhiah Chetti tfiir : You were just .saying that the cluxiuo habit is 
growing after the abolition of the stump duty. You now say that the 
stamp duty on bills also should l>e aUilished. What will he the elfet t of 
that? 

4. — At present if a man go«^s to ptirchase some goods from iho H'tail 
merchants here lie is given l.o days or a numtlTs time and tin' amount is 
written in the debit balances. Till tlie amount is actually paid he will giv<» 
trade bills if you jibolish stamp duty and that habit will grow. 

Q. — l>o you think that trade bills will increase? 

.4 . — Yes. 

Q — Now it is one and a half annas per hundied. lly how mvuh will 
you ho ahle to reduce that ? 

.4. — It must fiKed at tin* paper price whetiu'r it is oiu‘ anna or two annas 

or four annas. 

Q . — Whether the hundi is for Rs. 1(K) or lor Rs. l.fKX) the value w i)] 
he the same ? 

4 .r — Yes. 

Q . — You were talking about the nadappu vaddi Innulis. Aie they pie- 
^^alent among the non-C^hettis ? 

4. — Yes. The Cdiettis write' that the nadappn rate should In' paid wb.ereas 
the others mention the rate. 

Q . — If the Government declare such hundis as invalid, what will be 
the effect on them? 

A . — We will lose onr nmounts. 

Q.- -Am such hundis used largely? 

4.^ -Yes. 

Q . — Is it possible for you to get deposits at less than b to 0 ])(‘r cent? 

A. — No, it is not possible. 

Q. — You talk about the enhancement of court-fcc's. Ry how imicli has 
it been enhanced ? 

4. — Now it is 10 per cent I think. 

Q . — You say that there is unhearahle dc'lay in oldaining decree of tlie 
court and in executing it. What is the delay that caused after 

the institution of the suit ou a promissory not«'? 

4. — If the defendant files any statement, tlu' court franu's issue's and 
goes on giving adjournment after adjournment and the minimum jicriod taken 
hy the court for giving a dec-ree is years. 

Q — What will be the time taken from the institution of the suit till the 
decree is executed and the amount is realized? 

4. — Our amounts will he realized aitcu’ three or four years. Tf the de- 
fendant does not file a written statement we will gt't decree' within six 
months but if lie files his objection or counter-statement iho dc'lay is in- 
evitable. 

Q. — After the filing of the statement during tlie course of tlie proceedings 
or during the course ol the realization do you <*onie across these parties resort- 
ing to insolvency courts? 

4. — We get the dec*ree and before we could execute it the party files an 
insolvency jietition. He tries first to delay the decre<', and then if in spite 
of him tile decree is passed,, he files next the insolvency petition. 

Q. — Tf pa.vment is not n.jde on the due date do you file a suit immediately? 

4. — No, we give some time more, wimetimes six months oi cv(‘n scxeri 

months. 

Q . — Do the banks here give exten.sions or do they file a suit if the pay- 
ment is not on the due date? , » > i ^ 

4. — They will file a suit on the next day. The joint-stock hanks and the 
Imperial Bank do not give any time. 

Mr, (ropala Menon : On hundis? 

4 , — Yes. 
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Mr. Mvthiah CfieHiyat : J^ve the cases filed by the hanks dispos^ of 
earlier? 

A.— No. ,, 

). — Then they also experienee the same difticulty? 

l. — Yes. But usually they get double signatures and one man or the 
other pays the amount immediately. In our case we issue loans on sii«gle 
signature and the difficulty arises. 

Q. — For what })eriods do joint-stock banks give money to the indigenoua 
bankers ? 

A. — For- three months and six months. 

Q . — When do you pay the interest 
A . — Once in three months. 

Q. — How do you realize your interest from your customers P 

A. -When ho leturns tlie amount we take also the inteiest and not before. 

Q, — Su])jjose he pays tlie money after two years. Would you take tlie 
intiUi^st only after the two years and not before? 

A. — No. On the ex])iry of every 12 months we take the interest. 

Q . — You say that you are raising loans at a high rate of interest from 
joint-stock hanks. What is the rate of interest? 

A. — The head office rate of the Imperial Bank is now 7 i>er cent and the 
Imperial Bank charges liere 81 and 9 ]>er cent. 

Q. — Do you know the average hank rate of the Tm])erial Bank’s head office P 
A. — Yes. Jt works out at 6^ i>er cent. 

Q. — If you borrow for 12 months what will it come to? 

.4. — It will come to 9 per cent. 

Q . — Are there any incidental and other charges besides interest? 

A. -No. 

Q. — Do you lend on two signatures? 

A. -No. Only on single signatures do we lend. 

Q. — Do joint-st(X‘k hanks lend on single signatures? 

No. 

Q. — You say that you get back the money according to the convenience 
of the debtor. But it is generally said that the metliod of collecting liy 
the indigenous banker works hard on the borrower and you sny that you 
wait for some time. How do you explain the disparity? 

A. — Certainly it is not like that. 

Q. — You say that both the defKisitors and the borrowers are henehtod. 
How ? ' 

A . — The indigenous bankers give a higher rate of interest to the depositors 
and get their money from the borrowers at their conveniences. It is in that 
way that both the depositor and the borrower are benefited. 

Q . — Does the indigenous hanker know the borrower more closely tlian tlie 
joint-stock banks? 

A. — Certainly, we know each other well. 

Q . — You know the place where the borrower lives? 

.4.— Yes. 

Q . — Do you lend to jiersons who have no means to fall hack upon on their 
own personal security because you think that the men ai‘e reliable and 
honest ? 

A. — If the persons are honest we lend to them. 

Q. — You say that the indigenous bankers are getting a net income of 2 
to 3 per cent on the capital that they invest in business. Will you please 
exjdain what you mean by that? 

A . — Our mercantile practice is to deduct tlie interest for the capital 
invested. 

Q. — Generally that is not the calculation with wdiich we arc concerned. 
What will be the net yield on his amount? 

A. — 10 to 11 per cent. 

Q. — You say that the use of the vernacular will increase the business. 
Do people experience much difficulty with regard to the forms printed in 
English? 

A. —Yes. There is the difficulty about the endorsement. If the cheque 
is written in English he must give the correct endorsement. 
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— Wiiat al>out the other lorins whieh ihm hmik* iise'^ 

iniin has to sign without knowing what the loriu i.s. 

Q -^ — want Ioc*al advisory Imards to he establislnxL Hut i.s U ooNsi'ole 
to have one in every j)lacer^ * 

.4.— It is necessary to open them for increasing the l)iuiking facilities. 

Q.—ln what way will they bo more usefuli^ Will they helii the business 
of the bank ? 

.4.~Thero must f)e some extra institution other than the hank cashier to 
attend to the giving ot loans as then alone real work could he done. 

Q . — Is it your object that the hank cashier should he sul)stituted hv tlie 
local advisory hoard? 

.4. — Yes, the enquiry work of the cashier should he done liy (he advisory 
hoard. 

Q . — Is tho advisory lioard to liuvo the final suv in rcgnid to tlio <dvin>' 
of loans f' ‘ ” 

.4 . — Yes. 

^There are at the head ofheo of the Imperial Hank the agent, (hr 
secretary of the hank and tlio directorate. Do you not tliink that tlieic will 
he duplication of the work? 

.1. — The local advisory hoard must take its recommendations to the 
^Madras lioard and the hnal authority may icst with tfu' Madras hoard. I 
liave no objection to that. Hut as far as the applications are coiu'mned, 
the local hoard should he empowered to accept or reject the apjdicat ions 
and the head office in their turn may a(‘cept or icjcct ilie i»ropo.sals of the 
local advisory hoard. 

The ('h(iir)n(in : Whom will the peoiile go to for inom'v ; the advisory hoard 
or the agents? 

.4. — They may go direct to the advisory hoard oi* through the (ashi(*r 
or agent. What I want is that the final authority should rest with the 
advisory hoard whether to give the loans or not. 

d//'. (lOpdld d/c/ioa; Who is to advise the advisoiy hoard? 

.4. — TIk'v will themselves he local men with knowledge of the persons 
tiiat api)ly. 

The (liuir)hdn : Aie they to he ]>ersons engaginl in trade? 

/I,— Yes, 

Q. — Siii)j)Osing a competitor of one of the momhms on the hoard apjilii's 
for money, do you tliink he would get the money? 

.4. — In that case there may he some other men also on the hoard. Then 
there may not he any difficulty. 

Q . — You say tliat the late of interest charged by the Imperial H.mk is 
different from* that charged for the Marwuris, and oilier indigenous ban Urns. 
What is the difTerence? 

A . — The rate charged by the non-MuItaiiis is at least 2 per cent above 
the rate of the Imperial Hank. 

Q . — Does this advantage to the Marwaris work prejudicially to the utlicr 
iiidigenou!^ bankers? 

A.— Yes. 

Q . — Does the Marwari or tlie Multan i lend at the same late as you do 
or does he lend at a lower rate? 

A. — The imjierial Hank lends at a lower rate to tlie Multan is and at 
a higher rate to indigenous bankers. 

Q . — Does the Multani cut you out in your liusiness? Does lie lend to 
parties at a lower rate of interest than you do? 

A. — He gives at a lower rate to some persons. 

^.—•Why do you (oinii..«in that the Imperial Hank is giviti^ at a lower 
rate to the Marwaris? , 

A. — If the bank lowers its interest w’e will also be alile to reduce tne 
rate of interest that we charge and the trader will be Inmefited. 

Q.— You say that the law relating to the deposit of title deeds may he 
brought into force in the inufassal also. Do you think that there will bo 
much business conducted? 

A.— Yes. 
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Q . — III regard to audit hy the Government of tlie aec'ouiith of the rndi- 
genoijs hankers do you think that the indigenous hankers would like such 
a measured ^ 

A. — They' will not like it. Hut if necessary they will agree to a i)rivate 
auditor auditing their accounts. 

(^. — You want the auditors merely to audit their accounts or should the 
auditor enquiie into tlieir wliolo business besides going through the accounts? 

A. — 1'he indigenous hankers will not allow' tliat to be done. 

Q . — Yon would not like the auditors to enquire into the whole business 
and jei>ort on the financial condition of the business? 

I — certainly not. 

Q. — J)o you think that tlie secrecy will no longer he there if the Govern- 
nient audiioTs were made to audit tlie ivccounts? 

.1. — Certainly. The indigenous hankers will not like tlicir accounts to 
he audited by the Government auditors foi* that very reason, jfut if 
auditing is insisted upon by the Government they will engage a private 
auditor lor the purpostv 

Mr. (tojxihi MciKni: Hut in your ca.'^e did you not suy that there will hci 
no objection ? 

A . — So far as I am concerned I hav'c no o))jcctioii. Hut so fai* as the 
others arc concerned they will not lik(' such a stop. 

Mr. Muthluh Chrffij/ar: Do you tliink that they will not olijcct to the 
])iivate auditors such as chartci“tMl accountants and certified auditors merely 
])j ej)ai ing the accounts and the balance sheets ? 

d.-— They will not object to this. 

What wilt they do if powers were to be given to these auditoi’s to 
enquire into the (jjuestioii of the had delits, liow far on single signatures 
and how lur on double signatures, etc.? 

.1. — Their idea is tliis ; the Government do not come to hel[) in their 
difficulty. Naturally they do not like any restrictions alone to he jilacc'd 
upon them. 

(J . — Will the indigenous banker who has money of liis own and does 
not take dejiosits agree to the audit by Government? 

.1. — Generally the indigenous bankers will not iik(‘ to liavo (ioveruinent 
auditors. You do not give them any eon veil ionee but yon only want to 
imiiose some restrietions on them. That is their view point. 

Q . — The suggestion is made tliat a legislation should be jiassed that 
the indigenous bankers who want to have credit from the Inqierial and 
other hanks should ha\'e theii- accounts audited b\' Government auditois. 
Do you think that in the case of the indigenous banker who does not w'ant 
to bonow', this audit will be liked l)v him? 

.4 .—No. 

(,>. — Why ? 

.4. — Hecause he does not get any help Irom the outside bodies. 

Mr. (ioiKihi Menon: Do you not think that if their accounts were audited 
by the Government auditors tlie public w’ilJ have more confidence in '^heni.^ 

.4. — Geneially the indigenous hankers will not like it. 

Mr. Muthiah Chcttiijar: How' many hankei's of your type are tliere in 
the southern parts? 

.4. — In .soutliein India, in Malabar and Travancore tliere are about ]r>0 
to 200 firms. 

Q . — Are all of them called hankers? 

A . — A fourth of them do hanking business «and the rest do money-lending 
buskless alone. 

Q , — Do the persons who lend money take deposits also? 

A, — Y"es, they take some deposits. 

The i.^hairmun : To come hack to the question of auditing, you say that 
if the audit w^as done by the department your secrecy will be gone? 

A, — Generally the opinion is like that. 

Q . — But are not the Imperial and the other joint-stock banks audited 
at present? 

A. — They are audited by private auditoi*s. 



Q , — Tine Incomo-tiix Department also oxaniincN your aceounts, is it not 

so? 

Q . — Is there any serious l)rea(h of conh(lem*e in the iiuouie-tax Depart- 
ment ? 

A. — ]^o. That is IxK-ause there is a provision in the huon\e-ta\ Aet 
that the papers must not he used tor any otlier j)urpose. 

Quite so. The same would apply to any audit whether it is dom^ 
hy a Government accountant or by a private aceonntant. Then wliy sliould 
the audit hy Government l>e eonsidered to he less eoniidential than tlie 
audit hy a private ageney? 

.4. — The private aecounant has only to the aceounts in a pio)>er 

order. Jn regard to audit liy tlie (iovernnient tlie point is iliis. 4'lu' 
Government does not give any facilities as hankeiN to the hankeis. Jtut 
when they want to audit the accounts of the indigenous hankers vliev want 
to jiut some restrictions ujk)!! them without giving them any henelU. 

Q . — What is the sort of restriction that is supposed to he phuvd 

A. — The semeev will come out. 

(^. — Why should it come out? 

A. — As far as 1 am coneerned, 1 (h> not have any objection to audit hy 
Government, hut 1 see that the general feeling is against the audit l>y tlio 
Government auditors. 

Q — Would it not create more coididence in tin' minds of tlic jieople about 
these hanks if they were subject to control audit? 

A . — 1 think so. They will have some benefit. But tin- diffienhy is that 
generally they will not like such a step being taken hy the Govtunment. 

Mr. Muihinh ('hettinur: Do you think that those who want facilities fi-om 
the reserve liank will ol>jett to iKung subjected to audit hy the Government 
auditors ? 

.4. — No. So far as such peoiiie are voncerne<l the feeling will not he 
against audit hy the Goveinmeiit. 

(Note. — The witness withdrew but was recalled on the 3lBt January 1930, 
and further examined; but one ol the members, viz., Mr. M. A. Mulhiah 
Ohettiyar was absent on this date.) 

Air. dopala Meiion : Mr. Suhha Ayyar, has yoni sy.shMu of tluing hank- 
ing business iinjiroved in any way during file la.st decades or is it earned 
on in the same manner as it was iorinerly? 

A. — It has very largely imjiroved. 

Q. -In what ways? 

A . — We do it in the iiHKlern fashion. 

Q . — Have you got a hoard? 

A.— Yes. 

Q . — And pro[>er counters and clerks? 

A.— Yes. 

(J . — Have you got a sefiarate casliier? 

A. — Yes. He signs hundis and cver\ thing. 

(J . — You say in the first paragraph ol yoni writtcui evidence that Iho 
Hindu law' of inheritance so long a.s it eontinues to he us it is, i.s an iiiipedi- 
Jiient to large estates and for hanking expansion? 

A. — i said that it stands in the way of large estates si)riiiging ii]». 

Q. — Have you had any occasions to oh.scrve that the ])eculiar inlicritame 
laws of the different communities and the social system oi the (ountiy haxc 
been responsible, to some extent at least, lor losses to hankers? 

A. — The difficulty is this: there is no universal law' ol inheritance in 
India among the castes and there is the difficulty in finding out or detci- 
niining the survivors or heirs. There are so many usages here. 

<;>. — Do you think the banks are in any way put to losses on that account? 

A.— It IS difficult to find out, that is all. 4'here have been no kisses. 

Q . — The successors were able to carry on the business in the same manner 
as before? 

Ai— Yes. 
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Q .- — Tho banks were able to recoup their advances made to a particular 
hrm Y 

— There was no difficulty in recovery. 

Q . — You do not therefore think tho peculiar inheritance laws of the 
different coniinunities have been an iinpediinent K 

A, — It is not an impediment in the recovery of loans. 

Q . — You say small merchants have to go to villages at the time of the 
harvest, get pr<Hluco by paying money and they sell it in t<jvvns. Where do 
tliey get money for that? 

A . — From small bankers. 

O Like you? 

A.— Yes. 

Q . — At what rate do they borrow? 

A . — At 9 to 12 j>er cent, but it varies according to the mouth. 

0. — J)o you think they are left entirely to the mercy of these bankers? 

A. Certainly not. 

Q. — Wliat are the other sources then? 

A . — They (an go to the imperial Lank hut do not generally go there 
because the Imperial Bank wall i-equire double signature and it is very 
difficult to get another person to sign for you. Wc advance them money 
on single signatuie and so they come to us. 

Q, — This state of affairs has been going on for several years and there 
is no improvement on that? 

A. — In what? 

Q. — in their getting money at a low’er rate of interest? 

A . — But the bankers cannot lend below 9 per cent. Jt will not pay them 
to do so. 

Q . — Cun you make any suggestions for any improved method of financing 
these small traders? 

.4. — There is no other method exccjit financing these small hunkers by 
the bigger hanks. Y"ou must finance tlie.se indigenous hankers and they in 
turn will finance the small traders. 

— Still wo'll you require 9 per cent interest minimum? 

1. — if you give us facilities for obtaining money at low rates (f intei- 

est and give us also some facilities for realization of loans then we can 

reduce our intei’est. Unless these are done we cannot reduce our pmsent 

rates of interest. 

Q . — What is the margin that you rccpiiro in order to get a reasoiialile 

return after meeting your establishment charges and other exiienses for 

recovery of loans P 

A. — 3 to 4 per cent. 

Q . — Do you make more than that now? 

A.— No. 

« Q. — Do you think better facilities can he given to those traders by 
giving them marketing facilities? 

A,— Yes. 

Q . — Supposing marketing facilities are afforded by way of construction 
of warehouses how will you make yourself responsible for these bodies who 
construct warehouses. Would you place any deposit with them for taking 
charge of those warehouses? 

A. — Certainly. 

Q , — You say you want reduction in stamp duty? . 

"4.— Yes. 

Q. — What is the present stamp duty on an inland hill? . 

A. — One and a half annas for Rs. 100. 

Q , — Yesterday you mentioned that there are several kinds of liiindis in 
vogue in this Presidency, such as the dharsana hundi, thavanai hundi, 
nadappu hundi, etc. You carry on business by means of these hundisP 
Do you notg 

A, — Yes. ■ 
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q ; — When goods nre sent from one part of the oonntiv to anotJiei do \on 
draw inland bills against those goods? 

A . — ArVo draw drafts. 

. — You report to drawing bills? 

.—Yes. 

Q — Which is more in use, hundis or bills of exchange? 

A . — Bills of exchange aro more in use. 

— P<> .you think we can regularize this by abolishing these ditfevtuit kieds 
oi hundis and resorting to one kind for money loans and then lor mere ant do 
purpose,s you can draw bills of exchange? 

A. — Yes. 

Q . — Bo you think we can I'egularize or that it is ]>ossible to regnlarizc^ all 
these hundis by having one kind instead of four or five different 

A . — It is possible. But that should also he issm*d in tlu' vmnacular. 

Q . — Are nadappu hundis discounted? 

A. — Yes. The total amount of hundis dis(‘ounted by us is about Bs. 1 
crore a year. 

Q . — For the face value of the hundi you take a commission and th(‘ inter- 
est will he charged on the due date according to the cnrre!il laft^ of ini<*rest? 

A. — Yes, interest is (diarged according t^> the nadappu rate ejich month. 

(>.— So you are of o])inion that it is possible to i-egularize and In ing these 
hundis as far as ])ossihle to one form? 

A. — Yes. 

Q . — And transactions for transport of goods shoidd he (‘nn icnl on hv these 
hills ? 

.1.— Yes. 

Q . — You said the other dav that vour dealings go to tiie extent of Its, 10 
lakhs. 

A. — Onr capital is Bs. 0 lakhs to Bs. 4 lakhs and Bs. (> lakhs are dej>osits. 

— You are getting an advance of Bs. 2 lakhs from the Tin|>crial Bank of 
India ? 

A . — Yes. 

Q . — You also said why not the Imperial Bank advance you more than 
Bs. 2 lakhs when yon have a capital as well as deposits amounting to Bs. 10 
lakhs? 

A.— Yes. 

Q . — I W'ish to know whether you have dealings with any other bank? 

A. — Yes, with the Indian Bank. 

Q. — Do you consider as a hanker that any banker should advance yon 
more than a certain projmrtion of your capital when yon have dealings with 
other hanks also ? 

A. — I said that tlie hank should give us facilities lor discounting more 
trade hills. We get bills from small trad<u's and in discounting such bills the 
Imperial Bank can take into account lud only our credit ])ut also the crcnlit 
of those traders also. 

Q , — Do you not think that a hanker should fix a limit to which one man 
or another banker should discount hundis with him. Sup})ose a small trader 
worth a lakh of rupees wants to discount ti ade liills with you. To w lat 
/extent will vou discount his bills? t t 

A.— If he has a caiiital of Rs. 1 lakh and if he brings in good hundis I 

discount to the extent of Rs. 1 lakh. That is wliy I told you they must 

^ake into account the credit of the drawer of the bill also. 

Q, -Other people also told us that the Imperial Bank is not giving 

^advances of more than Rs. 2 lakhs when their capital is Rs. 10 lakhs. J o 

you not think that it is left entirely to the banker to decide to wliat 
he should give you credit taking into account the fact that you have ea i ig 
with other hankers also? 

A. — ^Yes, they should take that into account also. 

such a trader comes to you, you will not give him more than 
Rs. 2^00o credit. Is that not so? 

A, — ^Yes. But our funds are limited* 
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Q. — Occas tonally the Imperial Bank may have exceeded that limit seeing 
that you are a regular customer of theirs? 

A. — They have not exceeded that limit. 

Q . — Businessmen are very strict in their dealings and you cannot find fault 
with them in this direction. Do you not think so? 

A.--Yes. 

Q . — If the indigenous hankers are well organized probably they will 
exchange their methods? 

A. — Yes, I til ink so. At present the Imperial Bank or any other joint- 
stock hank is not giving us any facilities as a banker. We are treato<l just 
like individual customers. Since our transactions are for large amounts they 
give us some concessions, that is all. 

Q , — You told us the other day that some of your customers with whom 
you are dealing are going to other banks, like the Imjierial Bank, the Indian 
llank, tlio Travnncore National Bank, etc. Can you account for it? Js it 
because they are getting at a lower rate there? 

A. — They go there to get larger nc<*ommodation. 

Q . — Js it due to the higher rate of interest cliarged by the indigenous 
bankers ? 

A. — Certainly not. There is the difficulty of finding anotlier surety for 
their loans from those banks, which we do not insist upon. 

— What is youj‘ disc'ount rate for hills? 

1. — It varies from 9 [ler cent to 12 per cent. 

Q . — If you charge 4 per cent above the jiank rate for a small merchant 
you will charge 11 per cent? 

A, — We (‘alculate according to the month and not according to the 
amount. 

Q — What is tlie Imperial Bank rate, the Indian Bank late and tlte 
indigenous bankers’ rate? 

A . — When the head office Imperial Bank rate is 7 per cent the Imperial 
Bank here charges 9 per cent, the Indian Bank 10 per cent and the indi- 
genous hankers 11 to 12 per cent. 

Q. — So, when the lm])orial Bank charges only 9 per cent, you cannot find 
fault with the small trader if he goes to the Imperial Bank for discounting 
his l)ills, or witli the Indian Bank? 

A. — But there they insist on double signatures. It is not a small task to 
get a surety for you. It is a veiy difficult task. 

Q . — T am not talking of surety. You say that some of the small tiaders 
are going to the Imperial Bank to the disadvantage of the indigenous 
])ankers. I say they go there because they get money at moie favourable 
rates. The com])laint that you made was that the Imperial Bank was dealing 
with small traders and that it must be stopj)ed. 

A. — These small traders must go through the indigenous bankers. That 
is what I want. 

Q. — You cannot limit the operations of the small trader or com])el him 
to pay you a higher rate of interest and thus restrict him to go to any other 
institution where he can get money at a lower rate of interest. 

A. — I did not mean it. 

Q. — You cannot then say there is competition between the Imperial Bank 
and the indigenous bankers in this respect? 

A.— Yes. 

Q*”^In the case of issuing drafts also you admit that there is no competi- 
tion lietween the Imperial Bank and the other joint-stock banks on the one 
hand and the indigenous bankers on the other? 

A. — As far as commissions are concerned, we are not complaining any- 
thing at all because our commissions are lower than that of the Imperial 
Bank. We charge only half an anna while the Imperial Bank charges one 
anna and if at all anybody has to complain I think it is only the Imperial 
Bank. 

Q . — Either in the matter of Issuing himdis or drafts neither the Iftoerial 
Bank nor the other joint-stock banks are coming into comj^etition^-Wi^ the 
indigenous bankers. 

A. — Yes. ^ 
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Q, — Do you issue drafts on other bankers, say, in Boinbav, Calcutta and 

00 on? 

A.—Yes. 

Q , — Have you got your agents there? 

A. — Yes, Multani agents in Bombay, Calcutta and Bango 4 )n. 

Q . — Have you made previous arrangements with them for negotiating 
drafts or have you a current account with them:-' How do von settle their 
account ? 

A. — We purchase bills payable in Bombay, Calcutta, etc., aud send them 
to them. We have a running account with them. 

Q . — Do you think that tlio late of interest prevailing ni>w can Im> lietter 
organiz€Kl by legislation? 

A. — Ck^rtainly not; you must give them facilities for ri*aliziug. 

-What arc your suggestions for linking up tin indigenous hanking 
system with the central money market? 

.4. — We may have a banker’s institute. 

Q . — Suppose a central reserve hank <s:)im‘s into existence? 

A. — Indigenous hankers can he organized and they can l>e<*oine memlM'rs. 

Q . — Are you prepared to come into a hanking federation if such an insti. 
tution is established .P 

A . — Cei-tainly. 

Q . — Have you experienced anv slack season when monev was lying idle^ 

A.— Yes. 

Q .- — Have you transferred on such occasions the amounts to other 
enuntries ? 

A . — We are transleiring it to Bangoon. Bombay and Ma<lras d\iring 
slack season. 

Q . — Can you suggest any means by which sueli transfers can Im' avoided 
so that they may be better utilize<l in the district? 

.4. — It is impossible to invest it. 

Q . — But can you not find some kind of business at that tirne for financing? 

.1. — There will he no business at that time. No tradei- will demand 
money. We send it to other provinces. 

Q . — Can you not create any business ? 

A . — Suppose tliere is any ser.son in Itangoon ; then wt‘ can send onr 
money there. 

O . — Can you not suggest any means by which that money could l>c uti'ized 
in the district? 

A . — Trade is seasonal. 

Q. — After four numths tliere will he season. There may l>e Imports 
coming. Can you not finance those merchants? 

A. — After financing we find surplus. 

-Have you had pressure for money at any season ? 

I. — W'e will have large demands. 

Q. — Then do vou get monev from the hanks her<* or Irom other places? 

.4.— Yes. 

Mr. Thomas: How’ is your business constituted? i i- 

A . — We are tw’o partners. We have one office here and one in Karaikudi. 
One of my partners has five blanches in the Madras Presidency. 

— Have vou got anv branches in Ceylon? 

t.— No. 

Q. — Hoiv many hanking firms are there in Knlladaiknrichi P 

A. — 75 to 100. 

Q . — Most of them have got branches? 

A. — They are trading in Madras. Malabar and CrKmin. 

y.— Is there any withdrawal of funds from the West Const of Int^P What 

is it due to? rwn • i 

A.^They drew funds from the West Coast. There is no siiecial reason 
for thai^.* Other hanking firms have opened hranches there. Many joint-stoclt 
banks have been oi>ened in Malabar. So we find other markets. 

87 
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0. — Are your agents generally ineinhers of your own family or are tbey 
employeea? 

A. — We give some profits to our agents. But they all belong to our village. 

— Not necessarily relations? 

-You do not appoint others outside your community as agents? 

1 . — We take from our own community. 

—There is some oorfH)rate life among the Brahmans of Kalladaikurichi ? 
Are tfiere not certain common funds to which all contrilmte and which are 
used for charitable purposes? 

A. — Yes. 

Q . — Do you still contribute to them? You are domiciled in Madura? 

A.— Yes.‘ 

Q , — Where else are you carrying on business? 

A. — In Madura and Karaikudi. 

j).- — ^Are hundis f)ioperly speaking <*omme?*cial bills of exchange? 

1. — They are. 

Q. — Are theie real commercial transactions behind them? Are they not 
merely aceominodation bills? 

A. — Multanis bills are aceominodation hundis. They are not trade hills. 
We simply do exchange business. 

Q. — Ae(H>mmodation hundis cannot be discounted at low" rates liocaiiso 
they are not supjiorted by genuine transaction? 

A . — The exchange bills are discounted to the businessman at a sufficiently 
reasonable rate. Is it not so? 

Q — WhethiU’ you speak of exchange hundis or other hundis, you admit 
that the rate at w"bich tliey are discounted hamiiCr trade and make busines.s 
unprofitable P 

A. — No. Our commissions are reasonable, judged from the present 
circumstances. 

Q . — Your commissions may lie i*easonabIe, as compared to other^s commis- 
sions, but can inland trade develop under such disabilities? 

A . — It cannot be low’cred. We are charging a minimum commission on 
ac(;ount of sujijily and demand. 

(J . — Could you suggest means for reducing the discount rate and rates 
of interest in general? Tf busine.ssmen get accustomed to use real conuner- 
‘%ial bills, do yo not think the risks of bankers will be rediu'ed and hence tlie 
'i*fttes as well ? 

A . — Tf you take the case of the Imperial Bank and our bank T can tell 
you . 

Q . — I am not comparing your terms with those of other banks; I am 
pointing out the inherent defects of our present methods of business. In all 
civilissed countries, traders can and do get money cheaper, l)ecause they 
conform to the banking principles. Why not we, too? 

A. — If the volume of business increases, we can reduce the rate of 
ija teres t. 

Q . — Very well, there is a disparity between the Imperial Bank rate and 
the market rate at present. What means would you suggest for reducing 
this disparity? 

A. — You cannot dream of reduction w’hen Government treasury hill comes 
to 6i per cent. 

Q , — Is it because of lack of funds? 

A.— Yes. 

Q . — Is it due rather to lack of mobilisation? 

.4. — There arc many borrowei^s in the field. 

Q , — The Imperial Bank and even private banks have got ample fund.s. 
In some parts of the year, they are all full to the brim. None the less the 
bazaar rate is nearly always high and if a bu,sinessman wants funds he must 
pay high price for them. We must find a way out of it, if trade is to 
expand? Do you not agree? 

4. — The Imperial Bank has a great name. It is backed up by Govern- 
ment, That is the general impression. The Imperial Bank can Qnd at 

per cent whereas other joint-stock banks cannot find for 6 per cent. 
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V -— fl‘o liniHjriul JJaiik lui^ iiuUh.'iI got luiul!.. l>ut ait' thoh,> tiiiuls put to 
the lullest ii.se!' 1 suggest that this is tlue tt> the dettHtive iiatuix' of husiiietis 
methods. 'J’he liuiierial Hank must In; inU'iested in e.xnamling Inisinosa 
but are tacilities ample!-" * 

A.—They tan use it hv ^tiinuiatiug the ilKligenuu^ hankers. 

y - -Why do not the indigonou« hankers ereate and ent ourage proper 
trade bills which alone are acc'optable for being discounted at the Imperial 
Jiaukh ^ 

A.— Aeeoinmodation bills will not \w discounted l)v the Inuieriul Itank 
except with the security ot the Multuiiis. The rates there are also higher. 

y.~Very well. 1 will put iny (piestion in another way. lltiw wuultl vou 
enable husinessinen to get nuuiey at a lower rate of interest r* 

A. — Unless you take away the joint signature system it is not [mssihle. 

Q , — Only the Iniiierial liank is bound by statute to insist on double signa- 
ture. What about the other banks which are not hound by it!-" May I 
repeat once again that the kinds of luindis dealt in by the indigenous bankers 
are not calculated to infuse conhdeiu-t‘ in the banks and reiiiice inteiesti" 
A. — Although there is nothing stated in the liundi itself, it reiueseuts 
coininercial transaction. 

Q . — But are the reipiisite documents provided!' Are they not essential > 
A. — The stami) duty is also an impediment. 

V- — I suggest that the iiresent state ot things cannot he lectilied unless 
the proper trade hill and the jiropei' hill-hi'oker come into being r' 

A. — Yes. it may ho so. 

Q . — Have your interest rates lallen to any extent in the last lew years K 
.1. — How can we reduce our interest:' The loalization of moiiev is verv 
difficult. 

Mr. (>y/Kila Mvnon : They arc not coming into competition witli them. 
.1. — Wo have no objection to the small traders going to the Imjieriul Bunk. 
Wo cannot reduce tiie interest owing to the high rate of the Imperial Bank. 

Mr. Thomas: What otlier im])e<liments art^ in your way? 

.4. — My opinion is that if you take away the stamp duty we can got much 
trade bills. 

Q . — Is the stamp duty a very great impediment? 

A. — Yes. By reducing it the trade will expand and the CovtiJiinent uill 
make up for ihs revenue. 

Q . — In regard to the reorganization of iiidigenoii.s hanking you propose, 
liow will you conihiiie them into larger groups? Would you rather thiit 
they incorporate themselves into joint-stock hanks? 

A. — 1 am for a comhination. They must have an oigan ization and they 
must he linked uj> with the State hank. 

Q . — ^In order to link up you will have to organize. For that you have 
to start a banker’s institute. Suppose the indigenous hankers organize 
themselves into joint-stock concerns. Do you think it woiihl he jxjssihle to 
appfy the Konimandit principle in some form? This might obviate defects 
of a limited concern and give confidence to shareholders and dients. 

A. — Yes, it may he possible. 1 cannot say. 

Q .‘ — You are not against the compulsory registration of money-leiiderb ami 
tho regulation of their business by rules and by periodical audil of lucounts? 
A. — Unless some facilities arc given they will grudge it. 

The (yharumin: Have you given any serious consideration to the question 
of forming an institute of indigenous bankers? 

A.— No. 


(The witness then withdrew.) 
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Messrs. G. PALANIYAPPA MUDAIiIYAIL Shop-keeper and Ag 

XTo. 7, Goode Shed Street. Madura, and V. OOPAIiAKRISHN A 
CHOTTIYAR, Cloth Merchant, Swami Sannadhi Street, 
Madura. 


Oral evidence. 

The (Jhairniun : Arc you l>oih shop-keepers? Wljai husincjss are you 
doing ? 

/!.- Yes. We aie c loth uuMchaiits and dealers in stationery and soaps. 

Q. — Who.se capital do you use? 

A . — We have invested our own caiiital, 

(J , — Where do you get your stock Ironi? 

A . — English piece-goods are bought I’roiu Nattukottai Chettis wlio own 
big shops here and mill goods Iroin the local iniJls. 

We buy stationery goods IcKally iroiu otlier big shop-keepers and i am 
the agent tor tiie Kerala Soap Works in Madura. 

Q . — Why do you go to the local merchants lor your stocks when you 
can obtain them direct from Madras? 

A . — We are given credit facilities by the local merchants, while if we 
purchase directly from Madras, we cannot get any such facilities. That is why 
we go to these local big merchants, 

Q , — What are the terms of their credit? 

I — t-he first 30 days tliey do not charge any interest. Jf we fail 
to repay before that they will charge interest. 

(J . — What rate of interest do they charge after- the 30 days? 

/I. — 14 annas, that is lOi [>er cent. 

J . — Within what time will a transaction lie closed? 

-We will have always roiling accounts. We will he paying them little 
by little as the goods are sold and get fresh stocks then and thei*e. 

Q , — What is your total volume of business? How much is your own 
capital and how much credit do you obtain from big merchants? 

A. — ApaH from my Rs. 1,000 capital on which I can purcha.se g(K)ds, f raise 
credit facilities to the extent of Rs. 2,(XK). On the whole, therefore, I 
am doing business with altogether Rs. 3,0(X) Avorth of stock. 

Qf — What security do you offer for the Rs. 2,000 credit you obtain from 
them ? 

A. — Every time I purchase goods from them, they enter the details of 
purchase, their cost, etc., on the day hook and obtain my signature below 
on an anna stamp. They do not demand any security. 

Q. — Y^ou therefoi’e say that there is no specific pledge? 

A. — Yes, there is no necessity for pledging my goods. 

Q , — How much do you generally take lor your living from your shop? 

A. — I take Rs. 60 every month for my expenses. 



V — " hat protit tlo you iitakc at Uic end ot the vchr? 

-i. Including the Rs. dO f take everj iiioiith for iiiy household e\i>«liMft 
I’li'lT*'"® “ "'tercst on capital, etc., 1 luukc a g,-u«s pioht^ 

Q . — Theretore what proHt do you inako on a ruin'© y 
*4. — Nine pies on a rupee worth of article. 


How iuan\ times do you take Iresh .stcK*k in everv month;' 

-4.-—] take a large pait ot the sto<‘k from the hig merchants j\ist on the 
eye nf big testivaLs such as DtH^pavali. Cniitra ami at other times juM to 
roplat^ the goods sold. 

Q . — How much sale do yon etfect |H‘r day y 

.1.—] am selling articles to the extent of r>0 on an average every 

day. 


V.— Do you ever order giMnls from Madras H 

A. -In reeent years i have not lu'im ordering goods from Madras. 

How much ci'edit do you get lor purchasing stationery locally r 
A. —The local merchants give me a cretlit foi dO days and soiuetiineh 
00 days. At times I get 90 days credit also. 


(^, — Do you sell the sotij) on cash or on i iedii’^ 
A. — For cash as well as for credit. 


Q . — How many days credit do yon giuerally gi\e;^ 

A, — -J sell also on ik) days’ credit. 

V.— You say that you aie the agent for tln^ Kciala Soap M’orks. Do 
you l)uy stock on cash or on credit'^ If on credit, how many day’s credit do 
ou get Y 

A. — I buy goods on crislil Ironi the soap works. First I was given 
credit for 30 days and afterwards when I have increased the liusiiiess, it 
was increased to 00 days and then when I made repi'esentation that [ liad 
to give credit to people in Tinnevelly and other districts, the credit facili- 
ties were further increased to 90 days and any sales elfected prior to the 
date on which these bills liad to be retired, I have to remit the money into 
the Imperial Bank. The understaiidiiig is that wlietlier i soli the whole lot 
or not, 1 must pay the money in tlie Imperial Bank within the stipulated 
time. Often as J sell my goods, 1 lemit my inouoy towards the credit of 
my account. 

Q . — Do you ever use the soa|) as .security to the value of stationery you 
purchase locally f* 

A. — Sometimes 1 do also like that. It happens only in the case oi 
those merchants who do not want our soap, hut who can take our soap 
as security for the value of stationery they give. In other cases, where 
the mcichants themselves can take our soap tor sale, we simply exchange 
goods. 

Q . — What rate of interest do tli© Kerala Soap Works c^liarge after !X) 
days ? 

A. — Suppose 1 am unable to sell the whole lot of soap within 90 days, 
J must pledge the soap with the South Indian Bunk here and raise money 
to meet my bill at the Imperial Bank. 

Q , — At what rate of interest do you raise the money from the South 
Indian Bank? 

A. — The rate varies between 9 and 12 per cent. 

Q . — How much capital have you invested in your business? 

A.— Altogether Rs. 3,000; Rs. 1,000 out of my own, and Rs. 2,000 worth 
of soap on credit from the Kerala Soap Factory. 


Q , — What will be your outstanding at any time in the year? 

A. — I only have a thousand rupees worth of st(x;k with me at any 
time. The remaining Rs. 2,000 worth oi articles will be always outstaiidiiig 
against the people to whom 1 have sold soap or stationei’y. 


Q . — Do you get any better facilities for pui'chasiiig stationery in Madura, 
which you could not otherwd.se get if you order from Madras? 

A.— I am paying a slightly higher prmc for the goods I purchaae lu 
Madura. F’or this I am given cretlit tacilities up to «i0 days, which 1 cannot 
get it 1 order ihein from Madi*as. But oil irjcasions, when I hud that i 
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tAti ifiBk^Siore purehatiing tilings ^ium Madras. I ask tlield to 

send the artioles by may also state 1 was purchasing stationer^' 

only from Madras some five years ago. Now 1 have stopped that business, 
after haviag "obtained the soap agency. 1 do business in stationery mainly 
to get on with Illy soap business. 

Q . — What is the extent of your business in stationery 
JL . — 1 am buying Hs. (MX) worth of stationery every month. 

V- — Have you got any debt'' 

A . — 1 have no debt except what 1 have to pay to the iverala Soap Works 
and stationery gooils Ironi the dealers to whom 1 have given soap. 

(^. — Have you ever gone to the Imperial Bank lor money 
II. — J have no ae<oiint with the Imperial Bank. The difftculty is that 
xil 1 want to open an account with the Imperial Bank, I must lirst deposit 
Rs. 250 as initial deposit and J must always maintain that sum till 1 close 
fny account. 1 can get facilities only to the amount of deposits or remit- 
tances 1 make, over and above this its. 250. Jt is not possible lor me, as 
a 4*etail dealer, to open any account witli such restidctions. On the other 
Jbaiid if 1 want to open an account with the South Indian Bank or any 
ijo-opejative urban bank, it is enough if I have Ks. 10 as my initial deiiosit. 
1 get all facilities Ironi tliese banks as the Imperial Bank and go on with 
iny business. J am also having accounts with the Madura Co-operative 
> Urban Bank. 

Alt'. Thotnoa : Do you deal with Nattukottai Chettisi' 

A. — J am dealing with Nattukottai Chettis. 

(J . — Do you take cash loans from thciiir' 

.1. — Sometimes 1 take loans from them also. 

y. — On what terms P 

.1. — 12 per cent and sometimes 15 per cent interest. 

y. — Do you repay the whole aiiiount as one sum or tlo you repay in 
instalments 

.1. — 1 repay the money as often as 1 can. 

y. — Do you liorrovv on promissory noteP 
A. — 1 write out a pix>-uote. 

y. — Do you borrow moiicv on the kandu system P 
i.— Yes. 

y. — How is the uiiiouiit repaid P 
. 1 . — Once in three months. 

y. — Suppose you borrow Ks. 100; do you rei>ay it at the rate of one 
rupee per dayp 

A. — Yes, 1 am doing like that, 
y — What rate of interest do you pay lor tliaiP 

A . — 1 pay Rs. 5-12-0 interest which is deducted at the beginning and 1 
get only Rs. 96-4-0. 

Mr. Ma rivair: How do you repay that? 

A. — At the rate of Re. la day. 

Mr. Thomas : Is it a profitable transaction for you ? 

A . — Because of necessity 1 have to get money like that. 

y. — Do they enter the daily payments in their books and give you receipt 
for all sums received? 

A . — When 1 repay the money they enter it in their books and 1 see that 
they do so. When all the amounts have been paid then the pro-note is 
gwen back to me. 

y. — Is such a system of taking loans prevalent among shop-keepers 
like youP 

A. — Yes, most of them take like that, 

y. — Are there cases in which disputes have arisen as regards repayment 
and difficulties arose to prove the repayments of money? 

A . — Not much. 

Mr. Go^gfila Menon : Do big firms carry on this kandu system? 

A* — No. Only very small firms. 
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Mr, Thomas : In a tran&Mtion li^e that do yow |iow istei^ 

you are paying? ^ 

A. — About 24 per cent. "" * 

Q. — Do you know that you can get auch small sums at lower internet 
frotii co-operative societies? 

A. — I do not know of it. 

Q . — Now that you know it, will you Ivecome iueiul)er of a co-operative 
society ? 

A. — I may. 

Q . — Nobody ha.s told you of co-operative societies? 

.4. — T do not know much. 

Have you any friends who are members of co-operative s<x*ietiesP 
A , — There are some. 

Q , — Suppose you default your kandu instalments? Wbat will bupi)en? 
Ar — Tt wull have to be repaid the next day and if some defaults happen 
like that f will have to pay a penalty interest of two or thiee pies. 

-Do any such cases go to Court? 

1. — Yes, so many. 

Q. — If you go to Court, do you know' wbat interest will )>e allowed? 

A , — About 12 per (ent, 

(The witness then withdrew'.) 
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MADTTBA. 

P R B 8 E N T : 

Mr. Tl. M. Hood, I.C.S. {Chnirn^an), 

^ Mr. P. . 1 . ThOMAH, M.A., H.LITT., PH.!). 

Mr. (^lODALA Menox, m.l.c. 

Khan Hahaclnr V. Hamrkd Si ^tan Maku aik Sahib Baliadur. 

M.R.Ry. L. K. TULASIRAM Avargal, B.A., B.Ii., Advocate, 

Madura. 


Oral evidence. 

The ('hnirnmn : Are you oarrying on Imnkinp; luisinoss? 

A . — 1 am not carryinii; on l)a!ikinf!: business. ] am an advocate and a 
M(unb(U' ()f the T^ejiiisiutive CV)unt‘il. 1 am intimately connected with the 
dyeing and the weavinf>; industry of Madura. 

Q. — C5an you tell us someth iiig of the fuiancing of that business? 

A. — These Sourushtras are dyeiiifi; and weaving cloth themselves, but 
tlie actual weaving is done ))y the |)Oorer members of the community. 

Q , — But do they riot work mostly under mastei* weavers? 

A . — T would call them cuj)italists. 

Q. — Are they of their own community? 

A. — Yes, capitalists of their own coiurnunity. They do ))ot know the 
difference between a warj) and a weft and hence 1 would not call them master 
weavers. 

Q . — They dye the yarn and supply the weaveisi that yarn on credit. Is 
that cKjrrect? 

A. — I would classify the weavers into three classes. Fii’st the actual 
weaver himself who weaves and sells his own cloth. That is the last 
type of wearer. The <dhej- is the weaver who is under a contract. 
rtatuvi'S the sujipl> of raw materials fmm the capitalist. wca'Hvs Ibe cinlh 
and then sells it again to the capitalist him.self. 

— Quite so. Is that not the c*ommon form in Madura? 

.4. — Yes, not only in Madura but almost in all the weaving centres of 
the Presidency. 

Q. — Does the capitalist get his yarn from the local mills? 

A . — Madura is noted for its fine weaving, weaving of cowls above 60. 
So far as local yarns are concerned they get it from the local mills. 

X?* — Where does the capitalist get his yarn from? What are the terms 
of business? 

A. — The capitalist buys yarn coming from Manchester, but the man 
here does not buy it direc*t from Manchester. He purchases it from Messrs. 
Rally Brothers and Messrs. Gordon, WoodrofFe Co., who directly place the 
indent wdth Manchester. 

Q. — On what terms do they buy? 

.4. — Messrs. Rally Brothers choose a particular kind of yarn which is made 
from Sea Island c*otton . They are experts in .selecting the yarn required 
for the Madura trade. Indents are placed by the capitalists here for so 
many shipments and when the shipment comes the bills of lading are handed 
over to the capitalist who clears the goods or sometimes Messrs. Rally Brothers 
themselves clear the goods and hand them over to them, 
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O.-— How IS the payment actually madeP 
i- — As soon as the shipping documents ace 
cash or gives a demand draft. 


receiviKl tlie rApitalist 


^ t;>.~How the actual payment is made to the Manchester shipping Itrm 
IS outsule our scope l)ut wo are very much inter<Nsted in the actual distri- 
bution in India. How is the yarn distnhuted ? 

I — From the liouses ol these hig importers who can )>e «‘ounte<l on 
fingers’ ends, it is distributtd to other peoplt‘. 

Q , — On what terms p 

.1. — Mostly for casli, and in a few cases on 15 days* credit. 

Q . — Is it generally for casli ^ 

,i.--Yes. for cash. 


Qr — How is the casli iiaid P Is it done througli an agent or hy V 1* I’ ^ 

.4.— Generally the firm tliat distributes has a branch in Madura ami in 
Afadias and payment is made through them. 

Q. — Ts the capitalist working on his own <*apitalP 

A . — He generally works on his own capital, hut sonudimes he borrows 
troni tlie fmjierial Hank. 

Q . — If he borrows from tlie Imperial Hank is it on personal credit rv 
on pledge of the goods? 

,4.- — Tt is on liis own ])ers()nal credit. 

Q . — Do tliey borrow much ? 

/I. — They do not Ikiiiow much. They trade largely on their own capital. 
Their capital will he about 75 pin* cent and it is only wheti hanl preH.s<*d 
to meet som(‘ demand that tlnw borrow. They avoid tlie hankers as much 
as ]:)ossihle, 

,l/r. Thomas: Ts tluua^ any sjx'clal rciVJon why they should avoid tin* hank? 

.1. Tliey consider the bank as a serpent which will bit<‘ thmn if they 

go near. They think if yon go and borrow they will ('onu' and st'll yoifr 

shop and ])ut you to disgrace. Tlie l>ank<us arc not in direct touch with 

th(‘ peoide. They do not move on social terms with the people. Th(\v 

treat the Indian merchants with contempt and the nu'rchants also havi' 
c-ome to treat these hankers with contempt. Hrotherly feeling is what is 
wanted. 


Q. — A]^art from that what about tlu‘ agent who has a fiini in Madras 
and a hi'anch in Madura; do(‘s he give* yarn only lor cash? 

1 — Tt is all on cash terms only. Hally llrotlnus and other firms do not 
allow any credit at all espiaially after the AVar. 


Q , — Idle capitalists give yarn to the' actual weav<M‘ and the X(*av<‘r gi\’cs 
it to him after weaving? 

.4 . -Yes. 


— Small capitalists buy for cash or short credit? 

.1 . — The weaver takc's the stuff to weave and gets in advance the materhiis. 

Q . — Very little in cash? 

.4. — Quite a small amount. 

Q — Then he A\’eaves the clotli and takes it hack to the capitalist who 
supj)lied the raw material? 

A . — Quite so. 

(;)._The capitalist puts an artificial barrier by snpplyinR the raw Tiiiitciinis 
at in per cent above tbe market rate so that the man inifjht not sell, 't 
outside ? 

A —The weaver is not able to sell it at the market price as he lias 
taken the raw materials from the capitalists. The man is not able to sell 
in the ma]“ket as he has purchased it at an inflated ])) lee. 


Q . — He has not paid for it? 

A. — Yes; it has been credited to his account, 
sells in the open market. 

n —Suppose he does so because he has no idea to pay for it» 
A. — There is an account and it has been put into his account, 
is prevented from selling it outside. 

0.— T do not catch the pr.'ietieability of 
4 —He is destined to ruin hnnself and sell it .vt lower 
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He will bo n loser il he 


Thus he 
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0. — The Dpint is that he has never paid for itP 

A. — No; mere is his credit. He will have to pay. 

Q . — Am r right in supposing that the hulk of the weavers are con- 
siderably in debt to the capitalists? 

A. — No; a shrewd weaver would not bo in debt. The intelligent weaver 
whose demands are not much and who lives ewnoinically can l)e free from 
debt. But 50 per cent of the weavers are indebted to the capitalists. 

Q . — Is tlune any prospect of tho.se weavei-s getting out of that debt? 

A . — The only thing to make them free from debt is to give raw' materials 
on credit system. If we make arrangements to supply them with yarn 
and silk lace.s on the credit s^.stem and make it a finished product then 
they will l>e free from debt, ^o long as he is tbore to go and look to the 
capitalist he wnll he in debt. 

— Ho can he given cmlit until he pays off his de))t? 

A . — Nobody would give him when he is already a clel)toi-. 

Q. — Is there no security for fui-ther credit? 

4 — E.xcepting his loom and Aveaving instriunonts there is no security? 

y.— Besides suj)p]ying yarn what part does the co-operative societies 
play in the weaving industry? 

A . — T started it. I planted it. During my ah.scnce in England an 
enthusiastic w'orker w’as managing it. He wanted to leai-n some experience. 
He distributed ten thousand rupees to the weavers. The weavers brought 
cloths Avhich Avei'o not fit even for curtains. This gentleman was not able 
t-o examine and see w^hether it was properly w'oven. Thus wo had to lose 
alx)ut ten tliousand rupees on that experiment. 

Q . — You are getting some profit on account of the sale of yarn ? 

.4. — It is the sale for commission at 4 per cent. If you really want to lu'lp 
them you si ion Id lend them money to pay off’ their old debts. 

Mr, Gopala Menon : You are fully aecjuainted wdth the yarn and dyeing 
business of this city? 

A. — I have not got sufficient acciuaintance with the business. 

Q . — You said a little wdiile ago that the hulk of yain trade business 
is in the hands of four big people in Madura Citv? 

A.— Yes. 

Q . — They mostly buy Manchester goods fiom Messrs. Bally Brothers, 
Gordon and Woodroffc, Taylor A Co. and Tetley and Witley. You said tliaf 
these dealers have to pay cash down immediately? 

4 — They have to pay cash on delivery of the bill. Tf it is a consign- 
ment order it is on clearing the shipping documents. 

Q. — Is it the case wdth all those four firms? 

A.— Yes. 


. — In Madras they give credit? 

. — T do not know much about it. Before the Waj’ they were giving 


cr^ts. 

Q . — I w^ant to know Avhether the importing firms are really financing 
or helping the yarn traders here? 

A. — There is not much credit here. 


Q . — Do you know that some firms liave got branchc^s and they keep 
4 stock and deliver goods? 

^ A. — Messrs. Rally Brothers have got a selling agency. They do not give 

ci^edit at all. 

Q . — Any other important firm? 

A. — Messrs. Beardsell are dealing on artificial silk and they have started 
on cash business. 


Q . — No other firm? 

A. — I know of those fims only, 

Q , — The yam which these four people purchase, arc they u.sing it them- 
selves or delivering it to small weavers? 

A. — They purchase it for local consumption. 

Q , — Is it all coloured? What kind of yarn they buy? Grey, white or 
coloured ; bleached or unbleached P 

A. — Yams which ni'e dyed at Madura are l)elow 40 cxiunts. Veiw rarely 
44 to 54 are dyed and that too in a small quantity. 
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V - Vani.s wliicli they tlye are wxiveii into cloth:' 

A.' — 

Tho.se they loiy I.elow It) eouiit.s are all dvetl lor sari work-' 
.1.^ — \es. 


— Has Madura devolopod in dyeing trade? 
.1. — Yes. Jt was started in the year 181)7. 


V —l. "hether the yarn which thev tivo are made in 
111 ills or imported iroin oilier countries? 

l.—Tlie yarn which is dyed hH-ally at Madura aie all Uxnl mill 

V’ know ANliether they are using any Japanese varn ? 

Jdie hulk of it is indiaii in ill-made yarn. 


1 udiaM 
yarn . 


(J. Has Madura developed in dyeing husimvss? To what part^ of India 
Madura IS exporting this yarn? Do they export outside Madras? 

1 No. All that is dyed in Madura is consinneil hv the following 
districts: Tiniievelly, Madina, Coimbatore. North Arcot, South Arcot, Salem 
a little of Nelloro and Northern Ci rears. ' 


— Mdiereirom do ^•ou get d\(\s? 

*1. — AVe get it from Germany. 

V. — iJefore Madui-a developed the dyed yarn tradi‘ do .you think that the 
imported coloured yarn husiiiess thrived? 

A. — Mr. Chattel ton has drawn a inoiiogiani on that. It ileieloja'd from 
1877 til! Iflld. V\'ar had nothing to do with that. War killed the dyeing 
husiness. I was sent on d(‘i)Utation to the liiilish dyeing eompan’y at 
Silveitou for getting alizarine. AVar had nothing to do with it, 

y.- AVhat 1 want to find out is whether Madura has developed in the 
art of dyeing lower counts ot yarn and wlu'thm’ it is competing witli the 
inipoi”ted coloured yarn, both Alanchester and Glasgow? 

J J'lie liusiness has develojied from 10(K). 

Q , — You told the Chairman that the co-operative societies are doing 
yarn liusiness; nothing in the inteiost ol the ueavens? 

.1. — Jdiey are doing tlieir hiisiiu'ss which does not improve the inteiest 
of the weaver.s hut their ohject is to lielji them. 

-Do they buy yarn locally or from Madras? 

A . — They liuy it locally. 

— Do you think that they are making their purchases to their liesl 
interests? 

A. — If they were to go out of Madura thc> will not he doing more 
ccc^inom ically . 

Q , — j wdsli to knoiv whether the facilities foi’ iiiiaiicing the internal trade 
in the city is adecjuatc' and what agency is hmincing this trade in the 
town. 

A .- — Financing facilities are not adequate. 


— In what respects? 

A . — Banking facilities are to he expected from the iinpc'riul Bank, Indian 
Bank, merchants and Multaiiis. 

Q . — Hoiv is the intcinal trade liuanc*ed starting with the threshing floor 
till it reaches the toivn ? 

A. — The nioney-lendei's finance these pecqile who want to purchase. 

f,>.“-Do merchants finance them? 

A.— The business of the money-lender is to advance money for these 
people. 

Q . — Are tliey also merchants? 

^ rphe man who lends money in veiw rare cases may he a iiiei- 

chant pure and simple. 

V-— Do the wholesale merchants go ami purthuse the commodities or 
are those commodities brought to their place? 

wholesale like chillies, 
things are purchased 
regards cotton trade 
them stock them an4 


A. — There are. certain article.s w’hich are ordered 
cotton seeds, other na I'adanjfants and dholl. i hese 
from the places where there is a large crey) and as 
they are locally purchased. The people who grow 
the stockists purchase and sell them to the people. 



Q . — What is the part played hy tho indigenous hunkei-s in this trade? 

A . — Bankers purely lend money. ’He is getting 10 or 15 per cent interest. 

^ ^ ^ he not risk his money? Does lie lend on those commodities? 

A , — Ho never lends on tlie j)Iodge of commo<lities. 

t Q - — On what terms do they lend 

A . — On the security ot two persons. 

Q. — Foi- what period? 

, A, — Ninety days. For this short tiiiie they get a higli rate ot interest. 
J0iey take h undies. 

Q . — You liave got other elass ol money-lenders and joint-stock hanks. 
What is the difficulty in obtaining an advance from joint-stock hanks or 
^ other banks which are lending at a lower rate ol interest. 

A . — The difficulty is this, 'riiere is always tlic eternal tear tliat vve 
iiave to j)ay on the due date. Otherwise they will toju tom and say that 
so and so has failed. 

Mr. Thomas: Js that fear well grounded? 

A. — Yes. The indigenous lianker has not got that machinery. 

Mr. (to/Mila Mrnon : Y<m say that the late ot interest of the indigenous 
hanker is high and still the ])eople in the villages arc willing to go to the 
indigenous l)ankers. Have you any suggestions to make for file improve- 
ment of ni!-al finance? 

A . — Fill other hanks up with all Ifuliaus. 

Q . — it is all run on Indian lines and hy Indians? 

,1.--Fv(‘n tliough run hy lndia»is the sting is there. 'I’hcrt' must he a hiw 
lor hotli the hoiTowor and the lender and summary j>roccduie must lie got 
away. 'Idierc should he a good relationshi]) l)etween the customer and the 
hanker. 

The (lui'rrnian : You will not cut the bottom of credit? 

A. — No, J will not. 

Q — You Avant to giv(^ him the concessions and at the same time not 
to worry liiin if lie does not ])ay on the due date? 

A . — Give liiin some grace. 

V. — What is the basis of credit? Is it Jiot promj>i ])iiyineni? 

.1. — Yes, But Ju‘ expects another man will ])ay him and that aiiotlioi' 
expects a third man to pay him and thus there is a sort of a chain u; 
disappointments. 

Q. — What is that due to? Is that due to dislionesty or slackness? 

It is poverty and not dishonesty. 

Mr. (U)paJa Men on : You are now fighting for J iiral reconsti uction a nd 
things like that. Along with the rural uplift wc want to raise the credit 
of the villager in some way oi’ other. As a public man it is your duty to 
help the committee by suggesting ways and means for doing that. Y^ou 
have visited England and other places and you have seen very many hanks. 
Y^ou must he in a position to suggest some ways and means. 

A. — I see that. 1 am only asking for that boon. 

The Chainnan : But is it a boon? 

.1. — The little facilities that you will he offering will he considered hy 
them to be a great boon. 

Mr. (joipala Alenon : What we want to know is how to organize the 
village credit. The thing is there ought not he any difficulties in the way 
of people who can lend money. 

Q , — They are getting credit from the co-operative primary societies. 
In the same way do you think that joint-stock hanks eau be brought into 
existence in the villages? 

^ — When these banks go to the villages the villagers will really under- 
stand their value. Now the hanks are all in the cities. 

— So you say that it is the want of banks in tlie villages that is the 
cause ? 

A. — Yes. The hank has not gone to the village. But I want the banks 
to b« taken from the cities into the villages and make the villager under- 
staiid that here is a good thing. 
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l'"|inlatioa 111 tho villatto at ri.ixxt i imkI iikI 

not a lew hundreds. 


aji^reo with tho staUMuent made \\\ the Ai^iicwlUl ml f 
ion Migoost that tnrllioi omlit faoilitios Nhonhl ho 


Q .- — Do you quite 
Coiuiuissioii' s report Y 
given to the ryots P 

.4. — At least six months’ credit should he alUnved to them and uoi the 
present shoi-t term oi 9U days' eredit. 'the man takes the money Imme and 
hctojo Jie has any tinu* to get money loi- repayment I lie perioil ol IK) ila\ ■. 
is over. He must he given longer eredit and the lianks musi rteeivo 
the money in instalments. A man niay honow |{.s. GOO aiul he may not 
t)e able to pay the whole amount in a lump simi hut ho may he alile to 
save something monthly whieli. it not got hy the lender in iinu' he 
squander in pertorining marriages, nuptials and other eereiuonies. 


mar'- 


Mr. Thomas: Yon are speaking ol the v ilhenns 
.L— Yes. 


TJic i-hiunoon : Is the period Irom the tinu' he liorrows till the liiiu' lu' 
reaps the liar vest six months P 

.1. — lietweeii the sov ing siaison and the la'ajung season tlieie will he 
only 120 days and theivlori' six months’ ei-edit will suHiee, 

d/ / . (lOjuila Mcnon : 1 he eliiel haiidieaj) now lor linaneing ItN hanivs m 
the riiial area is the ahsenei' ol guaranti'ed eustod\ ol goods. Ilav<- > mj 
got any proposals to makeP 

.1. — I would say in regard to that thmx' should Ih' hoiided w a j c'lioi.st's. 
'there the goods whieli are linisInHl goods, like (IvimI varn. are paeted into 
hakvs so as to occupy less s))aei‘. 

- By whom should it Ik* run p 

.1. — By the hanking authorities. 

Q . — Should it 1)0 on a li<‘ensed system P 

d.--'the jireseiit system wall do. 

- AYliat is the piK'seiil system P 

/l.-- 'riiat w hich is dom* in r(*gard to papei . 

(^K — Do you want the (io\ eniment to huild the w art'housi's and lease 
them out? 

.1. — No. They may as well take sufficiently good houses thai aie already 
in existeiu'c and w here tliere are. <‘uough faeilit i<>s. 


Q . — Who is to he lield lesjionsible lor maintaining tln.'se w a ri‘lionKes P 
.1. — That can lie laid on the chairman ol the mun ieipality or some sjieeial 
body may he ajipointed for tlie jiurpose. 

Q . — Do you want deposits to he taken from the i>eo])k who run the 
warehouses P 
A.— Yes. 


Q . — Do you iiiid au^' huiKlieaps in accepting tin* j*ailw’ay reoei})ts as titles 
to property P 

A. — There arc certain businesses which differ. Goods are sent to some 
eustoiners on eredit and there the railway receijits will not )ia\e a money 
value, if they are sent as V .Ps, then they may have a money value and 
sei*ve the purpose. 

you want the ]>resent risk note forms to he (changed to that 

end P . T 1 

A. — I want a lot of alterations to he made tliere. 


people 


0. — Y"ou think that the railway receipt must be altercvlP 

A— It must he. it only protects the railway. But it leaves the 
in the lurch. 

The Chairman -. It is said in the Agricuitural 
to lavish credit on those iinaeeiistomed to its propei use ,i . 

Viorrow^ei's to certain financial de.struction . Do .\on rig 

statement ? 

A. — 1 think that the picture is rather ovejdrawn. 



(^. — That has caubotl too imicli troulile— iiionov to a person who 

does not know how to rej>ay. 

.1. — I’o give tac'ilities of easv credit is not to condemn the borrower. 

Mr, Thotnas : You were speaking of tlie money-lender l»eing more generous 
iliun the hunk. Is it really an advantage? 

.1. — Jt is not exactly an advantage. Tlie money-lender dcH‘s not put 
tile roj)e round the neck oi tlie l)orrower all at once on the date when tlie 
period ex|>iies. It is only a (juestion of a little more time. 

(^-“liut should not the lender insist on the payment on the due date 
ij he is to get the money;-' 

1 — Theoretically speaking the lender jnust leinind the liorrower to 
Jvee[> his word. 

Does not sound l»usincss depend upon thc' jiunctual perlorniance 
of contiacts;-' Is laxity in cnilorciiig such contracts lieneficial in the long 
run ? 

— We slionld allow tlie [>cople .',oim‘ tinu' to learn. For some time it 
should not he (Uiloi'ced intmiialiy . You jnu.^t gne them senne sort oi iacilities 
until tlu'v learn. '^'on must extend it to one or t^^() ycai-.s l>y which time 
thc\y will liav(‘ learnt tlie value ot jiayment in time. 

(h--Yon talking oi uilian credit? 

J .- Yes. 

Q. — j;)o .^■on think that nrlian classes want only shoit-term credit facili- 
ties? 

.1 . - "rh(' jiresent shoi t-tei jii is the idea taken fiom the Provincial Insol- 
vency Act. making the transfei* of property within 00 days oi tlu' filing oi 
the insolvency jietvtion null and void. In the' ease oi svu-h transfei- ilu* 
Multaiiis will not be arteeted heeau.se they resort to tlie 90 days’ ci'cdit. 

Q . — So the transactions wiih the Inisinessinen slionld hc' sucli as could be 
coiieliided within a short period? 

.4."-! do not say that. 

Mr. (ittfHfUi McfKHt : We weie told during the last lew days that the 
hankers here feel a good deal of difficulty in not getting thcii’ suits heai’d 
in a shoi*t-tii;ic‘. Do yon think that tliere is any truth in tiuit complaint? 

.1. — I think that even now the c*onrts are going at a hreivic-neek speed 
heeause the statement of disposals, and c‘veii grajihs aie hcniig asked for 
hy the judges and even them they ask why theie is a delay, in spite of the fact 
that they are going at suc-h a speed. In regard to these liankers, to my 
mind it apjieais that tlu' momcmt they rush into tlu‘ c-ourt and file a suit 
thc*y ^^ant it to he* dis|K)Sc*(l of. That will ho simply Ininging the Britisii 
justice into eoiiteniiit. 

— What is the usual time taken for a inonc'.v .suit on a jiro-note? 

.1. — 120 days. It is only when there is guilt on cntlior side tliat the 
matter c-omes to the court. 

Q . — Do you agiee witli them when they say that summary piccedure should 
be adopted ? 

A . — It should not he adopted. 

Q . — Do you think that tlH*se hank suits should be beard ley an arbitration 
board for the sake of speedy disposal? 

.4. — T am in favour of arbitration l>oards for the disposal of suits as 
well as the ordinary civil courts hearing suits. In arbitration boaixls also 
there will not he miscarriage cjf justice. 

Q . — Is thci'e any difficulty felt on the part of the lankers in having 
their suits heard in proper time? 

A. — What 1 understand is that these bankers want iacilities for getting 
the property tlie moment they get the decree. It is that facility tliat 
they want. 

— So you do not think that summary inoeedure should be adopted in 
the iniifassal towns? 

.4, — It will not he in the interests of the borrowers who should be given 
as many facilities as the lenders enjoy. 

— But in the alternative you are for suits being heard by the arbitra- 
tion hoards ? 

*4. — Y"es. I have more faith in their wTsdorn, 
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Mr Thomaf : It was reprcsontwl that in rW'f'nt tinx s tlu- lixpoi lal Hank 
and other joint-stock hanks are denlinR ,li,-eotlv witli the iii„l 

that It works hardship on the mdigeiious hunkers. tl at tine- 

.I.— The ]\[ultanis must die a natural ileath. He is ,01 e\oi ie plant 
T am a great heliever ol Mahoine.l Nil.i, I would lor that laason h'soim- 

a Muhaniinadan to-dii.v. The religion that eschewed Interest is the religion 
for India. 

y.- AVhy do yon call tlio Mnltani an o\o( it- {ilant - 

.4.— Ho is a veny Sliylork. Ho snokv tiio kk)n,l cut ol tlir poopio. 

— Are they sorvinp a K'jritiinato purpose in tins (‘oiintry- 

A.. I lio]^ want, to niakt* inoni'v t>nt ol tin' pnrsos, oi ot Inn's. )| tllo^' 
lend at tlio usual rati* t*har»i(*d l»y tlu* other msutnirnt.s, ilun n is nu 
institution whieli 1 would like. lint as it is the M nil an* slnndd ^o ha^ 
and Itag^afie. 

Q . — ^Vhat ahont this ti'ndency on the jun t ol tht* lnipe*'ial ajp! otln**- 
joint-stock l*anks dealiiio; with lnwiiu"ssnn*n diierth y' 

.1 . — Tt is an exa«T;iei a t icni on tin* pai t ol iht"s< iiulim-uoiis hankers tlial 
tht* othei' hanks ai'i* t*yin^ to find out theii- cln'nit'k* and altiJU't th(*n*. 
On the othei liand, the man who has lyomi ^oin*..?, lo tin* Mnltani alter heiiif^ 
.*^tnn<^ liy the scoi-jiion ^oos to flu* joint-stock haul <. 

Q .~ — What advanta|Lr;e does he <ji;et thei'(*h\ 

.1.'-Th(‘ I'ates an* considmahly less, at h‘ast o pm- rent less than (he\ 
liavc been jrettin^ fiom the Multan is. 

- Hilt do not tlu* lianl\s insist on double sicua I n res 

.1 . --7'here is the ti'mihU*. I want the bankss tu Ink** on si^natinr* and 
to take till* s(*curity of housi* property. 

(h— -IHit is not tlu* Impei'ial think jivv'clnde 1 by datnh* i*(.!n tali* 
.‘security oi inmiovahh* property? 

.4. — 1 am s])eak'jnu oi a new fiank tliat slionl.) ( oim into I'xivtt iuc. 

Q — Wily slionhl not tin* Indian joint-sfock )»anl\ . do lhal '" 

A . — When all tlu* moiuus of the country arc in tin* Impei-ial Hank d 
is but ri^lit and pi’oper that wi* sliould (*\')>ect (he Imperial Haul; to dt* 
tlirs. So lon.ii as it is nsinji; (jIoV(‘?'n ment mom*; will ask them to t-tire 
ns the faeilities. 


Q . — Yon spoki' wliile a^o tliat tlu* hank' is a si'ipcnl. M’hat flid \oii 
really mean ? 

.4.~'1 was havino; in mind tin* instance ol the Chinnia Komha jieophv 
Tlu\\' were a noble lamil.x' ami bad a v't‘ry jiood Imsim'ss toi' xcais I o{j:;ct be*-. 
The man wlio was eondneii n^ tin* iamiU businesv wa-, imt al-lc t i meet tbi* 
demand one day and all tlie officials went to him and demanded inyvnumt. 
Naturally he eonUl not meet all tbeii* denvu'^is and thev locked bis sboj) 
and one of tlie bijTfTi'st families, the owmors of tin* Cliintadiipel maiket in 
Madras,, was mined. There tlie cashier did a Inisty action and as a ic.snit 
of that all the officials ffoc-ked in and put all sorts of difficulties on tin wav. 
After all, wJiat t]ie>' crot was only a very small sum, I do not accnsi an\bod\ 
of corrujition or other tilings, 

Q . — Do you mean to say tliat there are niunv d illiciilt ies in the matter 
of at)proae]iinp; the aiitlioritii's with a|>plicati.m loi' loans? 

.4.- — The lowest ofTu'ial will not allow'. He will say that the apfdica.it 
is not trustw'orthy and so on. 

0 . — Who are the actual persons at the bottom r>j this trouble!^ 

4. — The cashier of tlie liank. He is the bandicoot. 

Q , — Has the cashier sueli absolute authoi'ity? Is lie iiivarlahl\ disinclined 
to help? 

.4. — There are p;ood fellows and there are had h*llc>ws amonc llM*m. H 
is through the cashier tliat the applicfint has to go and he will not allow 
him to go until all tliose jamahandi handohusts arc* maihv 

Q , — You spoke of the Multanis’ rate Iioing ha.d h is said flint jinu 
lend at 2 per cent above the bank rate. Is that hard as things aie o-c a\ . 

.4. — What is put on paper may not seem to Ik* hard. 


0 . — What then, is their actual rate? 
4. — 12 to 15 per cent. I can ask .some 
pro-notes for Rs. 10,000 and Rs. 12,000. 


people to produce their disehargeil 
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Q . — Will you produce them? 

A . — I will try txK but 1 cannot give you an undertaking. 

The Chnlruid}} : lint do they represent the real transactions? 

/kj^Yos. Why. ti)(nr ac(‘Ounts will prove that and nobod v is going to 
^ inflate tlie accounts. 

Mr. Th onids: Do they always i-eceive the amount mentioned on the pro- 
note or is the interest deducted at the outset? 

A. — The Multan is deduct interest, commission and cAerything at the 
beginning. 

Q . — Is it the same with the larger loan.s also.^^ 

A . — Here the clerk will attend to those things. 

''Q . — You think, therefore, that it is necessaiy that businessmen should 
dire(‘tly deal with the Tniperial Bank? 

A. — Yes. It is tlum only that there will be safety. 

Q — What ai*e ilu' fitlnu* difficulties that now sta)ul in th(' way? 

A . — Every month a list of the names of the Uxal persons with the limits 
to whicli they could be trusted slum Id be jirepared by the advisory hoard 
consisting of local nunchants and sucli men sliould be given on their own 
security and no joint seci't'tarv shoidd be insisted uj)on. 

(The Chairman k'ft ami Mr. C. Go])ala Menon presided.) 

Mr. Thonnas : Are there any Maiwaris here? 

1 — There are no Ma?’waris in Madura, excepting three o?* four Mnlfniiis. 

Q . — You know about the business of the Kallidaikurit'hi "Rralnnans? 

A. — Yes. S. N. Rubbier’s firm lias come here. 

FTow do theii- terms of business compare witli those of the Multan is? 
.d.- At least they may slmw a (s)n<'ession of lialf a per cent. Tluu'e is 
not any V(uy large difference hetw('on the two. In iirimijile fhey hoth 
go together. 

Q. — What is the pi’ofit that these indigenous hankers get oji their trans- 
actions, after dodiuting what they pay to the Tm])erial Bank? 

A. — Leaving all margins, they must make 1 to 5 per eent. 

Has not that margin heen reduced hy competition? 

.1. 1’hey are sometimes hit also with had losses and had d('bts. Ro they 
}iav(‘ to raise tlieir margin of profit. 

Q . — Do vou not tliiidx that the Afultanis are clever in collecting tlu^ir 
debts? 

A. U ere and there they find some difhcnUies. 

Q , — Wliat is the natni'e of the financial dealings of the Nattnkoitai 
Clu'ttis in this city? 

.1. — The Nattnkottais simply are doing d/ao.sor/ rathll hnsiness. taking 
Bs, 5 for every Bs. 100. That is the kandu system. 

(b — What do yon think of that system? 

A , — It is the worst system that ever is allowed to exist on the face ol 
the oaith. Tf it is worked out the interest comes to 40 or Oo ]ier cent. 
Only the Bavuttai’s resort to such loans and even though they have been 
veiw pi'osperous in their trade they have come to grief. 

Q . — Ts it not a convenient system hy which the amount borrowed can 
lie repaid in instalments? 

vl . — That is only in apiiearance. The lender knows very well that (he 
instalments are not going to be paid in instalments, 

(?.- Ruppo.se he does not pay the instalments on the due dates. What 
liappens? 

A , — The debtor will he sued for tlie whole amount all at once. The 
court come.s thei*e with its salutary provision that this is penal interest 
and 1 ‘edueos the penal intei’est. 

Q — all these transactions entered in their books? 

A . — They may keep a number of books. 

Q — p)o you know of any .such actual case? 

.4. — T know that at least for income-tax purpo.ses they hare duplicate 
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Q . — In i*egard to this kandn system, what ai-e the in('on^‘enie 1 lces felt hy 
the borrowers P 

.4, — In the kandu system the interest when actually worked out is very 
very severe. The rates are simply exorbitant. 

Q. — Are there any cases in which the money-lenders do not eniier ih% 
amounts paidP 

A , — I do not know whether such complaints are true or not, hut tho 
complaints are there. 

Q . — Is it true that the other money-lenders also are giving on the kandu 
system ? 

A . — There are a number of people giving on the kandu sysiein here. 
Actually a uumher of people came to me and aske<l me ‘ Why do you not 
put down this kandu system?* and I rcplit'd ‘Give me the parthularn 
and T shall make a move in the matter All people are shedding fears 
actually over the horrors wrought hy the kandu system. 

Mr, llameed Sultan Mar'tcair : Do the Multnuis ju nctise the kan<ln 
system ? 

.4.— No. 

Mr. Th omas: Who then ai'O the others practising it? 

A. — The siil'havnffis. 


Q . — What are tlie classes that conm under the category of .<///.7 k7 P 
A . — Any man having plenty of money and living at ease. 

Q . — Do they belong to different commnnitics? 

.i . — Yes. That is not (“onfin(‘d to any one parti(‘nlar community. It 
is only the Muhammadan gentlemen that do not ])artuke in it. 

Q — What percentage of the transactions in this rity arc of this nature? 
ji — About an eiglith pnit of the transactions in tlu‘ city can he said 
to be of this natiii-o. 


Q , — Coining on U) weaving, could you toll us why the ueaver is bound to 
give his finished goods to tho capitalist? 

4 — That is because of the opysi/M/oi/i system. For instancen I engage 
50 weavers and I give them the warf), the hamlnx) and all the accessor j(‘8 
and the appliances for weaving. It is the eapitabsr wlio supplies even 
the gold tlu*ead. The weaver only contrihntes the lalKiur and he sells it at 
so many annas a dibit. The prices at which tli(‘so raw matciials nie 
supplied to the weaver have been so iiiucb enhanced that the ueaver cannot 
go out and find a sale in the market for him to g(‘t any margin for liimsolf 
after meeting the amount due to tho capitalist. 

(;> __What remedies would you suggest for tins? 

4 — — Tn my opinion big co-o])erative societies must be stai ted supplying 
raw materials necessary for weavers, including silk, yarn, gdd thread, 
etc. 


<?.- 

A.- 


-Have you 
-We have 


suggestion is that if we stock 
from Manchester, French gold 
Japan and supply them to the 
great way towards solving the 

A. 


made any experiment in that dir(*cbioii? 
not made any experiment in that di nation. 


Hut my 

all these raw materials, such as yarn 
thread and artificial and real silk from 
weavers on six months credit, it will go a 
problem. 

Do they find anv difficulty in iiiarkotiiiR tlieir piod'i'c 
There is ahsolutely no difficnlty in niarket iiR theni. Only tin- weaver 


must not be allowed to have Ins own ways. 

he will begin to swindle. So a careful watch < UKht to ^ "'V' f 

weaver so that he produces only the saleable commodities. If that 
we would have solved our difficulties. 


(?.— What is the reason for the slow development of co-operative societies 
’" ,J^T^e^*r^peratmn ‘here arc co-operati^^ ^ 

rc'b*,S.rSd!”wh?Pei: '{ihrKi.™ - .. .h« 

societies to develop rapidly in this direction r 
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Q . — Suppose the whole business is organized , on the same basis as a 
capitalist enterprise with expert advice and up-£o-date appj^ances. May it 
not succeed? ^ 

A. — T thank you for your suggestion. We have not yet tried that. 

Q.-y-Jn i^gard to such large enterprise, do you think that honorary 
'^work will be of any use? Is it not worth while employing paid hands? 

A . — 1 tJiink it will ceitninly pay. 

Q . — Can you tell me the relation between the toy-makers in the city of 
Madura and the toy-stockers that trade in them? 

A. — There arc a few merchants who aix‘ engaged in toy trade. They 
generally advance money to the artisans. They also give tliem yarn, silver, 
etc., foi‘ preparing the toys. They only give them the charges or the coolie for 
making the toys and export them to foreign countries, such as America, 
Brazil, etc. The peoj>le of America buy these toys for placing them in their 
museums. The result will he that the toy-stoekers only get the profits out 
of them, but the poor artisans aie simi)ly to remain content with their 
coolie. 

Q . — Do you think that there is tnuch sweating going on here? 

A . — I cannot say that there is a gr(‘at d(‘al of sweating going on. The 
profits go only into the hands of the middlenKm, while the artists do not 
get the money they deserve. They only get a living wage, if not a sweating 
wage. If they were to have the j)rofits which tlie middlemen now take away, 
they will he able to get twice or even thric*e the amount they are now 
getting. 

Q . — Have yon tried any methods on a co-operative basis to remedy this 
evil ? 

A , — I have not tried any seriously. On one oi’ two occasions T have 
tried, but that has not proved a success. We liad plenty of misei-able 
ex])eriencos. 

Q , — Was it dn<' to lack of organizatio!v ? 

A . — It was due to several causes, hut lack of oigan ization was the 
prime cause. Tliat failnr(' has strongly impressed into our minds the neces- 
sity for a strong organization. The artisans innsl he ask(‘d to go and work 
In a sort of common f)la(‘e, say, a school, or an institution. Madura has 
w^mi a famous name for its good carving iiidnstry. If this is organized 
by some big cn))italists, it is sure to pay. There is a largo demand in 
Germany, America and other ])laces for Madnia articles. 

Q . — Then why not you organize a co-operative society chiefly for market- 
ing purposes? 

A . — T think it may ho done. 

Q . — Could not such a society sup])Iy the artisan with tlie necessaiw raw' 
materials, and make advances to them and above all, could they not estab- 
lish a regular relationship witli other conntries. Have wo stndied our markets 
properly ? 

A. — I w'elcome the suggestion. If only a handful of people join together 
and take interest in tlie matter, the prohloin may easily he solved. It is 
only a question of men, wnth willingness to join, 

Q . — Do you not think that some of those people w’ho liavo money could 
really make a better income if they so organize? 

A . — I said it is undoubtedly possible. But there is also at the same 
time the fear of competition, ff one society is started like this and if it 
1 ‘eally proves profitable, there will he ten societies immediately started to 
crush its business, and there wdll be unnecessary and unfair competition. 

Q . — You spoke of three grades of weaving trade? Can you tell me what 
they are? 

A. — The first is the poor weaver who spins and sells his yam in the 
towns. The second is the capitalist w'^eaver who himself weaves and organizes 
the weaving trade. He starts four or five looms, engages coolies to work at 
them. He sells the produce to other people and thus makes money. The 
third is a bigger capitalist who encourages the weaving industry as a 
whole. He collects the number of weavers, opens a big factory, and asks 
them to work in it. He himself opens a shop to sell and to export the 
produce and thus earns a bigger sum. 



Q - — You expimsed tlie opinion that tlio laxity of the ituligououh inunoy- 
lojiders in regi^l to repayment is an lulvantage. l>o you nut timik that it 
will lead to the uittrnute ruin not only of tho l>oi rower l»ut ot the londot* 
as well*:^ 

A . — UltiniateJy it may, but rarely it does! it is not the i im\ that 
he is very careful aliout. It is honour that lie wants to maintuin and it 
is the honour that lie does not wish to lose. Under thi'< iint>ression lu‘ 
lives tliroughout his lile. Ho is more or les.s a spoiled ehild ami when 
this impres-sion gains grouiul, lie cares very little for liis ruin. Hut he »s 
at the same time careful enough to see tliut ho gets his money )>ack ; he is 
making more and mon' money by giving this concession or that. He lives 
among the people, lie knows their eircunistances. their standing and their 
ability to repay. If with all these a erush comes in, he must meekly 
submit. ^ 

(j . — You know that in recent tinier the Marwaris (if llio Mullaius) 

iiavt' also settled in villages and are lending money to villagers IrtH.'lyr' 
Ho you think that it is adianiageons to the lyotsr' 

I — Altei- their ailvent several lnnnlu‘s lni\i‘ come to gi n/l . 

( 4 ^.*— Do you know ot spei ilic cas<‘sy 

. 1 . — 'I'liciv ma\ i»c about six or sc\cn lamdic^ to my kiiowlcilgc. 'Hie> 
are first of all veiv lavish in their credit, but when time g(H‘.s on they 
liegin to shine in their true colours. 

Q , — Do the .Multanis com|)ete vigorously with the Indian Joint-stock 
lianks 

.4 .-—I hc’s do not coiiijiete ; in fact they (‘aiinot. 'rin y Imvo not touched 
even the fringe ot tlu' mdustnal (Hipulation. 

Q , — Is not tlie Multam controlling tlie local money market to a largo 
extents 

,1. — 1 ht' perconiagi' oi lh<> two w dl he To and ‘Jo. It is only tliose pcojdt^ ‘ 
who are not getting any help from the joint-stock banks go to tlie Multanis. 

- It not a tact that nK>st inmi’huuts and biisinessinon now risjuiri' 
the assistance of the Multanis, a.s they have not established sufFu ient contact 
with the Imperial Haiik'r 

,4. — I <lo not tliink it is llu' case. l?eo|)le who have .some culture and 
who know that the\ must |>ay in due <-oui*se when the> would not bi‘ troiibh^d, 
only those f)C<jple go to liank. Hut peo])h‘ who hn\(' no i-dmation and 
who are afraid of the terms imposed by lianks do not go over tlienc ft is 
only the latter that go to the ^IuUanis. 

Q. — is theii’ lousiness now im the increase;^ 

A . — 1 do not think it is so. 

Q . — Can you tell me w liy many Chelti.s have migi‘atc I lioni South India P 

A.— "riie reasons are obvious a ml it is a tlelicate ipiestion jor me to 
answer. I may also add, that there is one old village to my knowledge w4ii<h 
was occut>ied by Nattukottai Chetlis purely. Now after the failure ol 
some of the Nattukottai ( hettis, there is not one (4ietti tiiere. 

Q — it a fact that the extension of hu.sines.s outside India by tho 
Chettis i.s due tt> very nnfavourahle conditions in this ; ountr\ P Cor 
instance, delay in civil increasing expeditnie in such 

proceedings, frtHjuent insolvenmes and so torth.-' 

A . — 1 think court’s delays have not contrilmted to .such an extent. I 
.should think that they hnd inore fouls there who are likely Ui Imrrow' from 
them at any rate they might demand. Here in India we have found them 
out. It is only there* th: ' they are able to spread their net. 

Q, Have you any intimate knowledge of their ( onditions 

A. — J have 4t) years’ experience witli them in Madura. 

Q , — Do you think that rates of interests during the last 40 years hare 
gone dow'n in the town of Madura P 

4 . — It is also rather a difficult question to answer, fn some depart- 
ments it has grown up, in some it has gone down, in some it has siabuized 
and in some others it has always been changing. 
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Q . — Are there sufficient banking facilities here? 

A. — We have no banking facilities at all. 1 have already told that there 
are ever so many obstacles in the way. Unless all these things are removed, 
it is not possible to get any more banking facilities. It is easy for a 
man to export but it is difficult for him to import on the same terms as 
he exports. I may also say that there are no facilities for the internal 
trade. 

Q . — What is it due to? 

A. — It is not a question of lack of banking facilities in the up-counti’y 
regions. Jf only our English friends will make up their niiiids to be 

more liberal, 1 think the problem is solved. 

Q . — Is it a matter of English friends only? Does it not apply to our 
Ipdian friends as well ? 

A. “—It is Jmt a question of Indians at all. They have neither power 

nor position and it will lead me to a pretty good length if 1 am to answer 

that question. Ilut only take alone the question of cheques. There are 
different colours of cheques, one for one community and the other for 
another, thus indicating shades of distinction. If one cheejue of a parti- 
cular colour is brought to the hank it is easily honoured. The other 

cheque takes a lot of time to be cashed. 

Q . — I do not know of any such tiling. 

A. — It is news to me. As a matter of fact there is. Tiio cheques bear 
diffeient colours which lead to different treatment. If the colour of my 
cheque is to their taste, they pass it on immediately. 

Q , — Have you anything to say about the difficulties in regard to 
the remittance of money? 

A . — We are not getting any proper interests on the amounts wo have. 
Nor are there any facilities afforded for raising any overdraft. If 1 want 
. an overdraft of a lot of questioius are nsked and impossible restrictions 

are imposed on mo. 

Q , — Can you .suggest any methods to overcome the difficulties you refer 
to? 

A. — In the first place vve must have an advisoi-y committee formed in 
^ bank which must draw up a list of persons to whom money must be 

lent on the single signature with any other additional safeguards if neces- 
sary, among the various applicants for loan. If this is done, it will go 
a great way towards minimizing the difficulties wliich many people iiow-a- 
days sufFei*. 

(The witness then withdrew.) 
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Thursday, 30th January 1930. 
MADURA. 


1’ R K S E N T ; 

All'. H. Al. iiooij, l.C.S. {( 'ha intta ti). 

Air. P. J. I'hOMA.S, M.A., U.LITT., nil). 

Air. C. Goj'ala AIknon, m.l.c. 

Khan Bahadur \ . Hameed 8i’LT.\n Maiiu aik Sahiu Buhailur. 

M.R.Ry, G V. GAIfESA AYYAR Avargal, B.A., B.L., Secretary, 
The Tanjore Permanent Fund, Ltd , Tanjore. 


Oral evidence.* 

Tilt ChdinnaiL : You are running the Permanent Knud in 'I'anjoier^ 

d. — Yes. 


Q . — Any difficulty abouf that;" Wliat does it do? 

A. — The fund is both a saving.s instil ntiun and a lending institution. 
The fund is based on tln^ share .sy.stem, exUmding over lb months. The 
value ot each share is 1. Peojile go on jjaying om> rupee a montli 

for 45 months and in the 46th month tbev are puitl Rs. 5(b During tliene 
45 months the major jiortion ot the profits are also distributed to thfl^’ 
subseriliers, h'or the Bs, 45 that the subscriber pays he will get a ininimnni 
of Rs. 51 and a maximum of Hs 52. in the iGth month he gets Hs. r>d, 
Rs. 45 being the amount jiaui by iiim and the remaining Hs. 5 being the 
guaranteed interest. Out of the profits ot tlie I n ml also he gets Re. 1 or 
more. 


Q . — How olteu does he get his [irolits? Is it ome a year? 
A. —Yes. 


Q , — On what he has actually paid up-to-date on tlu' share? 
d. — ^Both on tlio iiusis of the money paid by him, tto number 
taken bv him and the numher of months those .share.s have run. 


Q . — In that way you raise share eapital ? 

A . — What we call share capital is raise<l in that way. 


oi 


silure* 


Q . — The value of a share is shown as Hs. 50? 
d.— Yes. 

Q . — What do you do witii it? 

A , — The major portion ot the money is loaned to sul>seribei-s tlioinsolvo?i. 
We do not have transactions witli outsiders at all. We leml only to 
sul)scribers. 


Q . — On what security? . 

A , — On security of * operty. No personal security is rccogni 2 sed. 
Amounts are lent oiil> on tlm security of jewels, immovable pioptu ty, Govern- 
ment proinissoiy notes, or gold or silver bullion. Recently we have start^ 
lending on produc*e. That was only 2 yeais ago, and it was done hy a s[>e<'ial 
amendment of the memorandum of association. 

O, — You do not lend on the security of share capital? 

A , — On the amounts already subscribed by the subscriber, wo pay 94 
per cent. 94 per cent of the amount actually suliscribed by him is advanced 
to him in the first year and 95 per cent in the second year and 96 per cent 
in the third yeai*. 


For written evidence, vide pages 126—131, vol. Ill, 
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Q , — How does he repay? 

A. — The amounts are repaid by eontiiiuiiig the subscriptious and when 
they mature that amount is adjusted towards the debt. 

Q. — What is the rate of interest? 

A. — 6i per cent. 

-In all cases? 

A. — Yes, in all cases, i.e., one pie per rujjee per month. 

Q. — Is the interest calculated monthly? 

/I. — Yes, monthly. Just us he pays one rupee every month and we 
give him Ks. 50 at the end of 45 months here also it is the same thing 
but the process is reversed. We give him Rs. 50 and he pays back every 
month one i upee and the interest for that month. If he has borrowed 
Rs. 5(X) he pays ever}' month Rs. 10 and 500 pies. 

(J . — IT it is not paid? 

I — We charge him interest, that comes to 3 pics per rupee. 

Q , — That is charged on? 

4 . --Arrears of sul>scriptiou. 

Q . — On arrears of interest also? 

A.— Yes. 

(J . — And that is in addition to the Oi per cent? 

4^ — That includes the 0^ per cent. This penal rate is cliarged duiing 
the currency of those 45 months. If the period of the sliares terminate 
the remaining amount carries intere^st at 12 pei' cent. 

Q . — Who runs the fund? Who controls the fund? 

^4 — \ body of directors selected by the .share-holders themselves. lour 
of them retire every year. 

Q . — How many are there? 

4 , — 1 ( 5 . l^ut these directors are not paid anything at all. They are 
all honorary workers. They do not get any sitting fee or directors’ fee. 
4'hcy also get no share of the profits. J am proud to say that during the 
past 6 yeai*s not one meeting had to he i)ostponed for want of a (juuruni, 

. except one. 

. Q - — Then what is the inci'iitive? 

.1. — It is j)urely service. 

Q . — You are the paid secretary? 

4 . — Yes. 4Tie directors incliide several leading lawyers of Tanjore and 
all of them are self-sacrificing enough; otherwise they could have utilized 
that time in earning money in othej- ways. 

Q , — When are the meetings held? 

A . — On Sunday mornings. That is why Mi’. Israel, the headmaa^L of 
the local high school when he took up orders resigned the direc^tos^ip 
because he found it imimssible to attend thy meetings. * ^ 

Q . — What about produce loans? 

A . — We lend on all sorts of produce except groundnut. 

Q , — Wliy not lend on groundnuts? 

A.- -That commodity is liable to seasonal changes to a greater degree 
than any other produce. They are also liable to decay. 

Q. — Up to what percentage of the market value do you lend on produce? 
A. — Three-fourths of tlie market value at the same rate of interest. We 
hiive no separate godowns of our own. 

Q — Where is the produce stored? 

A. — In the borrower’s godown. We seal it with our own lock and key. 
Whenever he wants to take any produce ho has to apply to us. 

}. — You do not lend on groundnuts? 

No. 

— It is all on paddy? 

[ — We lend on 16 kinds of commodities. 

-These loans are given to any member P 
L — Yes, only to members. 

Q , — These members are mostly dealers? 

— 
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Q - — There is no question of lending to ryots f 
A- — They do not generally come to us. 

Mr. Thomas : Do you keep watch over those godowns^ 

— Two of the directors are deputed to go and inspei't the godowus and 
they go and in8j>ect them periodically. 

The Chairman : How long have you been carrying on this business? 

-"1. — The permanent fund or the produce loan department? 

Q . — The produce loan. 

A . — For the last two yeai^s. 

Q. — You had no difficulty? 

A . — We were not able to make much profit as the overhead charges were 
very much. It left ns only very little margin. 

Q . — Where do you get money for this? 

A . — From the amount suhscrihed V)y the share-holders. 

Q . — Have you any material amount in deposits? Du you r<’c<*ivc 
deposits ? 

A . — We rec'eive current deposits. 

Q . — Only current? 

.4.— We have got rnoic than Rs. 3.00.000 by way of current deposits and 
that money is also utilized. 

Q . — What is your share capital? 

4 — The. amount actually paid up by way of subscriptions is nearly 23 
lakhs. 

Q . — And the de|>osits? 

.Il.'—Rs. 3 lakhs. We do not take in fixed deposits. 

Q . — What interest do you pay? 

.4. — 2 per cent on all amounts up to Rs. 5,000. 

Q — You gnarant<‘e to j>av the depositor on demand** 

.4.— Yes. 

(J), There is no sai'ing clause about cash being available? 

A . — We hav(* [uovided ours<‘lves witli that saft‘gnanl, 

J . — So it is not really current aecount ? 

. — As r('gatds that we are hound to pay it on detnand. 

Q . — Rut you say tlune is the safeguard? 

4 — That is only with legard to sul)S(Tipt ions. Wt* cannot say that with 
regal'd to (*urrent ^lepositors. That urtic-U* <4?^) do(*s not a])ply in tho case 
of Cun-ent (h‘posits. It is fnily a safety valvc> whioli is m‘V4^r f>}>K<>rved in 
ordinary woi king. Wc* fuocced on tin* ordinal v )»anking jiriru'iple that 
inouay on current acc()unt shonhl he paid whcmn'<‘r it is demamh'd. 

Tfiotnns : Do you issue cluHpie hooks? 

4,-1-^Yes, we liavc oin own che<|iie hooks. 

The Chainiuin : AVhat is the hulk of your business? What is the extent of 
your loans? Have you got more money than loan aiiplicaiions oi more 
loan applications than money? 

^ Till now wc have not experienced any difficulty in meeting any 

loan application. 

Q — ^ you have exc‘es.s of funds? 

^ Yes. fii spit<‘ of that our out.standing loans come to nearly Rs 25 

lakh.s. 

The hulk ol your loans are outstanding? 

4 — Yes. 

Q — W'hat is the hulk of your business? 

^ Ivoans on immovabu- pnqwrty. That aef?ounts for nearly Rs. 14 lakhs. 

^.—By mortgage? 

A -Yes. 

n. What is the purpose for w'hich generally loans are l>orrow©d? 

4 From mere purchase of other property to the family exf>enHes aiad 

expenses on account of marriage, for purcham^ of plough fiuIK, etc. 
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Q , — How do you make your money P 
A. — Only by way of subscriptions. 

Q . — Whore does the profit come from? 

i4. — I can plainly state that the major portion of the profits ia got from 
the irregularities of the debtors. 

Q , — Do you take any steps to make them pay on the due date? 

A. — Yes, thei-e arc articles 39 and 41. We send them notice after 
notice asking tliem to pay the money. 

Q — What about the Companies Act? There are a few snags. You have 
not got your paid-up share capital or your subscribed share capital is not 
paid up. Tu the first place, 5 per cent of that amount is not paid up. In 
the second place the share capital is not precise. In the third place the 
share capital is withdrawnhle. These are the 3 snag.s. Are they essential? 

A. — Tliat comes out of the fact that our monthly deposits have to be 
called shares in order to comply with the provisions of the Companies Act. 

Q . — Why have they to l>e called shares? 

A . — There is no particular reason underlying that. We have to comply 
with the Companies Act and since the Companies Act requires joint-stock 
companies txi have shares, we also call them so. We have put the right thing 
on the wrong head. 

Q. — Ts there any difficulty in calling it by the right name? 

A . — Tt can be done. 

Q . — Then w’ith regard to the difficulty of withdrawal of the shares with- 
out the permission from courts, w'ould it not ho sufficient to have the shares 
transferable? Ts there any objection? 

A. — The man w'hose needs ai'e gi'cat for cash may not be ^ble to find 
at once a transferee. That is why he comes to ns and asks us for his money 
and we pay him. 

Q . — You allow transfer of shares? 

A . — These have to he ordered by the directors at their weekly meetings. 
O.—Why? 

A. — Some powers are reserved to the directors under the Articles of 
Association. 

Q — Would you consider that it is neccssaiy that the directors should have 
that powder? 

A, — The directors w’ant to scrutinize every transfer, otherwise members 
of the cstahlishinent may take advantage of the pressing needs of sub- 
Rcnbers and they would like to double in these shares. So these transfers 
have to he scrutinized by the directors. 

0, — The directors Imve the power to reject an application? 

A. — They do have that powder. 

0. — The shares are transferable at will? 

A.— Yes. 

p. — The company law' is so e.stahlished that it has got to be adhered to. 
A . — Except for the restriction as to .share capital we ai*e prepared to 
abide by all the other clanse.s. 

Q . — Some nidhis are nidhis and they have definitely altered their Articles 
of Association to conform to the Companies Act. They have made the shaies 
only transferable and limited their shares to Rs. 5 per share payable in full. 
A. — That is complying with the provisions of the Companies Act. 

Q , — Your shares are only deposits. Do you see any difficulties in calling 
them like that? 

A . — We can comply with the Companies Act by having shares of Re. T, 
calling them permanent shaies and making them fully paid up and the 
other can be called deposits. 

0. — You think then there will not be any difficulty? 

A . — The thing is this. The deposits are repayable after a particular 
period. People who take loans get their loans liquidated by the payment 
of the shares for the term. Wh^’^ should we superimpose upon that constitu- 
tion a sort of permanent share capital by asking each subscriber to take 
at least one share of the permanent share capital, just to comply with the 
Companies Act? 
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Q , — Your share capital is not a share at all? 

A. — No. So also 111 the bunding societies of England lhei*e is no per- 
manent share capital. There are only these term shares, the shai^ea ex- 
piring with the expiry of the months for which they have bet*n snliscribetl 
for. There is no luW for any permanent share lapitul. 

Mr. ThomoA : They do not come under the company law in England? 

A. — They are not governed hy the provisions of the Companies Act. 
They are governed hy a special Act. so that the only two questions that arise 
in dealing with thi*8e is whether they cannot l>e retaiuiKl under the Com- 
panies Act or if not whether they have to l>e governed hy a sptH'ial Act. 

Q . — Tf they are to Ik' under the Company law they have got to be modified. 

I — Cannot the Comjianies Act lie modifieil? 

Q — So. The tompany law in all conntrie.s is based njion (crtain iunda- 
m<»ntal principle. Wliat are the sptxdal rt‘asons that warrant such a modi- 
fication in India? The question is whether the nidhi can he modified tn' 
not. That is what we want to get at. What is the difficulty? 

.1, If we have to comply with the Coinpanii's Act we have to adojit a 
fixed shaix? capital and rail the other.s plainly deposits, and for that the 
myessary changes should be made in the (‘onstitntion. 

Q . — Is there any eiitranc*e fee? 

4 — Yes; threys annas jier sharev Me has fo buy also one lK>ok of rules, 
tlie cost of wliicli is one anna. 

Q. — Some nidhis liavc altered their constitution to comply wifh file 
provisions of the CVmiiianies Act. Why do not all tlie nidhis do so? 

.1. — The nidhis of South India in tlieir confereiua' liavc‘ passed a resolifi* 
t ion to the effect tliat they may he exempted from some of the' jirovisions 
<)l the CVmipanio.s Act. 

— 11 yon do not allow withdrawal of the* .share money, what is fin* 
result? 

The result is more* moric\v is available in the shape lor the permauc'Ut 
share caiiital. 

Q . — Only a small amount? 

A. — No. Everybody who buys a share in the nidhi is responsilde even 
now. Hut lie has c'onruleiU'O now in the nidhi. The sole, distinction lietwtym 
ourselves and joint-stcM-k cvnicorns is that whereas they exist for the' lienefit 
of private persons we exist for serving each other anil we do not deal with 
ont.siders hut only with memherH. 

Q . — Supposing the existing share* cajiital is tiirnc*d into dc|K)Hit? What 
will he the effect? 

.1. — I Ijelievc there will he to a certain <*xtent withdrawals. 

Q. — Sup[>ose you pay a nominal amount for share capital and make youi' 
deposits subject to a rate of interest plu« a homis as in the case of insura me 
companies. Would there* he* any withdrawal then? 

A . — The cpiestion of liahilitv will alwov» exist even to the* extent of 
He. 1. 

Q. — Alemliers are no longer liable on the deposits. 

A . — To the extent of tlieir share in the share capital tl)<\v will lie lialde. 

Q .- — Which would he presurnahly less? 

.4. — The liability will Ik* much less. A-s things stand at present our 
de[>ositors are liable to the extent of Its. .5f) for each share. That i.s the* 
chief basis for the complaint. 

You want to get out of that liahilitx'? 

A . — We do not w'ant to get out. Ac*cording to law' we are lialde during 
the continuance of the syare. After the shar<>s mature depositors cannot lie 
asked to l>e res pon si Vile. 

Q . — Would they he? 

A . — ^They will be, 

p.— How? 

A. — The latest decision of the Madras High Court hy Chief Justic^e 
C^utts-T rotter and another Judge has put the halters round our necks. 

40 
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Q . — To what extent? How long is he liable afterwards? 

^ A . — Till the debts due by the company are finally settled all the past 

subscribers are liable to contribute under the Companies Act. 

Q . — If you withdraw those liabilitie.s would anylK)dy put money into 
current account ? 

A, — Yes; people have confidence in the administration. Tn fact we read 
in Nicholson’s report that in some institutions there were permanent dii'ectors 
people who were appointed from the very inception permanently on account 
of the degree of confidence the shareliolders had in them. They were not 
liable to change. 

Q. — Have you ever considered the other point from the point of view 
of tiio Companies Act regarding regulation and the limitation of liabilities? 
The provisions of the Companies Act are intended to create confidence. 

A, — Then a portion of our share capital will bo, withdrawn. Confidence 
in the nidhis still exists even though we allow our share capital to he 
withdrawn. If the nidliis winnot lie exenij)ted from the operation ol 
these sections we have to seek our own salvation by urging for a speeial 
Act. It all depends U|>on the point of view from which yon look at it. 
These are not commercial r^oncerns and if only they are so have we to 
conform to the Companies Act. The popular opinion is that it is a mutual 
benefit association. 

Afr. Thomas: Are you speaking of your own iiidhi? Are there not nidhis 
that liave allotted a major portion of tlio. profits to the di](‘ci()i-s. 

A. — Nidhis properly worked have to work like ours. 

Q. — How many members have you? 

A. — Al)out 6,000 members. 

Q. — Where are they? 

A . — All over India, F.M.S,, Burma and Ceylon. Non-Tan jorians also 
take shares. 

Q , — You lend on property? 

A . — We lend money on the property which is sitnate<1 witliin the Tnnjore 
district. As regards division of profit 70 per cent goes to suhstn ibors and 
after taking the remuneration of the legal advisei' and bonus all the rest 
is taken to the reserve fund. 

Q. — What reserve funds have von? 

A.— Rs. 1,86,000. 

Q . — Wbat are your outstandings? 

A . — 25 lakhs but they are recoverable. 

you say that you have given on mortgages twenty-four and a 
half lakhs of rupees? 

A. — Outstanding loans upon mortgages on immovable piopeity come to 
fifteen lakhs of rupees. ^ 
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Are those lands within the Tanjore district? 
-Yes. 


Q , — So much money is locked up? 

A , — ^We lend only up to 50 per cent of tlie estimated value. We are 
easily able to find out pui*chasers. In court auction we can reali.se our 
money. 

?. — Have you lost any money on such transactions? 

1. — Very infinitesimal. 

Q . — Do you find any difficulties in effecting a proper sale? 

A, — We find no difficulty. The directoi*s are men of experience. They 
go to the spot at times and sell the property by auction. 

you think that it is wise to keep fifteen lakhs of share capital 
locked up in land? 

A. — TTie constitution of all nidhis is like that. We have to lend on im- 
movable propei’ty. We have taken Tanjore district a.s our area. We have 
got houses and lands as security and they amount to Rs. ;i5 lakhs in worth 
at thoi^ast. 

<?. — For what purposes are they given and how ai'e they repaid? 

A.— Generally they have to be liquidated in forty-five months. 



Q , — What 'is the percentage of ari'earsP 

A, — AJ>out Rs. 60,000. 

Q . — For what purnoseti are those loans taken P 

A , — All purposes that aix) incidental to the fumil}’. 

Q . — To what extent are they used for land iniprovomentsF 

A . — Theie are aljout 1,2(X) cases of loans. Below Rs. 1,000 almost all 
the cases would be for agricultural purposes. 

Q . — But what about those larger loans? 

A. -They aie lent for purchasing of land. They have to state it in 
the api)lication form that it is for jnirchase of land, marriage expenses, etc. 

Q . — What is the highest amount you have given? 

A . — A limit is imposed that we cannot lend not more than Rs. 20,000. 

Q . — Have you lent much for marriage purposes? 

A. — They do not say it like that. They say that it is for family expenses. 
We have advanced Rs. 20, (MX). 

Q . — AVhich cla.sses Ijorrow chieliy fnnn you, merchants, agriculturists or 
l)rofessioiial men ? 

A . — The major iKirtioii of our borrowers are agriculturists and wo loud 
on lauds. 

Q . — How jnuch do you lend on house j) roper ty ? 

A . — The amount will he very limited. 

Q . — You are then really financing the ugriculturist.s more than business- 
men. This was not tiue of ilie uidhis two decades ago. 

.1. — It may he so. 

(J . — Is ther(‘ not a iie\N land mortgage hunk in Tanjoro? Judging from 
your experience of the iiidhis in Tanjore district what are the prospects of 
hwjd mortgage banks? 

A. -There is one. It does not make itself keenly felt. 

Q . — For wluit ]>eriod tlo you giNo loans? 

A. — Forty-five montbs. There are two kinds of loans. Ordinary loans 
have to he liquidated l)y monthly payment. Just as wc pay for forty-five 
months the amount of Rs. 50 lias to he repaid in foi'ty-fjve instulnient.s. 
For that we charge 61 per cent. In addition to that, special loan is granted 
in the case of iminovahle property at the rate of Rs. KM) jier share. Only 
fifty rujiees will he liquidated within forty-five month-s. The lialance is 
allowed to be repaid at the leisure of the borrower. 

Q . — Do you think that there is still room foi- land mortgage banks? 

A , — 1 apprehend that money is likely to be locked uji. Is it not a risk? 

Q. — Ai'^^ you i*eally meeting the needs of those agriculturists who want 
money for long-term purposes, such as permanent improvements or the 
liquidation e;n‘lier debts? 

A . — AVe do. As regards special loans it i.s not neccssaiy that the principal 
oi the loan should lie repaid. It is enough if they puj' the interest. They 
may repay the principal at their own convenience by the sale of harvest 
and pixjduce. 

^1. — How' are your sjiecial loans repaid? 

A . — By sale of iiroduce and other ways. 

.>.-"Do YOU accept payment in instalments? 

1.— Yes.' 

Q . — Is it on the same terms as land mortgage hanks? 

A,— We receive s{KH*ial loan amounts multiples of five. Provided the 
security is ample we do not Imstic the man to pay. Ho may take his own 
time. 

your .showing lon-ency to the parties, is it likely that you are 
delaying the gixiwth of business habits.^ 

A. — Human nature is different. We have to judge each case on its 
own merits. 

Q , — ^What part of your profits cximes from penal intercut? * 

A, — ^We get a good deal from penal interest. People will fail to pay their 
dues in regular time. 
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y. - J’o tJiat extent your trau«actions partake of the nature ol eoiniuercial 
trau^aetion.s P 

A. — The nature of inoney-lending is like that. If the whole world eun- 
sidered it a point to pay on the due date, them is no room for any gain 
at all. 

Q . — You have in your written evidence ('ompart?d your nidhi to the 
English building society. To what extent does that analogy holdP 
A . — Jn all essential matters it agree.s with the l>ui]ding society. 

Q . — The building societies provide funds for Imilding houses, but you 
are really doing the work of a joint-.stock bank so far as members are 
concerned. Yon lend for all purposes. You take deposits. Is your nidhi 
essentially different from a joint-stock comjmiiy? 

A . — The ])rofits go only to the inembei*s. 

Q . — That is so in joint-stock companies as well. 1 agree that in some 
respects the nidhi is a mutual benefit society, but in other respects, it is 
like commercial liunks. Indeed this is less true of your nidhi than of many 
otliers, but that is a detail P 

A . — That is tile case also with the, building society. 1 do not think that 
their 1‘unds arc only used lor building jnirpo.ses. 

(>. Do they take deposits P Do they iendP 

A . — 'riiey lend indeed but ostensibly for purposes connected with house 
building in some nay or other, not lor all sorts of jiurposes. 

The ChairuKut : Have you any reason to suppose that the building societies 
lend for other purposes P 

A , — J find that there is no mention made of any other jiurposes. 

3/ /•. Thomas : How then, can iiidhis claim the privileges of building 
soeieties wdieii they differ materially from tliem? 

A. — 111 joint-stock hanks the shareholders aie one ,sct separate. 
transactions are with aiiotber set of peojile. Profits aie made from one 
set of ])ei>;ons and tliey are enjoyed by the other. 

Q . — Does any of your sliaieholders or borrowei's lend at liigber rntevs of 
interest amounts w'liieh tliey get from you at reasonable rates P 

A . — I believe there are eei*tain persons who are doing tliat also and 
that in tJieii' own turn they secure victims for their usurious transactions. 

Q . — At wliat rate do you lend on the mortgage of liouse propei’typ 
A . — 9 per cent will be the minimum. 

Q . — it was stated before us that, in Shiyali taluk, ryots lend to each 
other at such low rates as 4 to 7 per cent, is that trueP 

A . — ft may he so in the ease of those mirasdars wlio lend to tlieir own 
toiiaiits or relatives. Unless tlieie are some considerations of tliis sort behind, 
which oblige them to do so, they 'will not lend at such low rates of interest. 

Q . — Are there other nidhis or banks in Tanjore which lend on reasonable 
terms ? 

A, — 1 think ours is the oidy fund which gives at the lowest rate of 
interest. 

Q . — Did you say that the directoi*s share the profits? 

A. — Yes, they do not get any share in the profits. 

Q. — How, then, are the profits divided? 

A . — 70 per cent of the profit goes U) the shai'eholders on the shares held. 
The legal adviser of the fund gets about Rs. 750 as annual remuneration. 
This amount is fixed from time to time. The Secretary" is a paid officer. 
He m included in the establishment which gets a bonus of ordinarily a 
month’s pay every year. The treasurer Is not paid anything for I am both 
the Secretary and Treasurer. There are liesides two directors who are ke:y' 
guardians. They also come daily to the office to deliver the jewels. In 
some nidhis these and other directors are paid carriage allow^ance for attend- 
ing offiee, but in ours no such payment is made. 

Q , — Do you lend much on jewellei'^ P 

A.-^As I said before, Rs. 15 lakhs are lent on immovable property and 
Rs. 4 lakhs are outstanding on jewels. 



Q , — Are all such jewellcin' reilcK?med regularly? is much ol it lolt Uelniul? 

A . — Jewels ai^e always redeemed within the period ol ro])aymeiit. Wo 
always leave a large margin between the actual value of the jewels and the 
loans given on them and so long as th©i*e is that margin, we do not take 
any action. If at •times we fear about tlie.ir redemption, wo at once sell 
them in public auction. Wide publicity is given for such auctions and 
shopkeepers and other jewel merchants from Knmhukonam and other places 
come over to hid and offer the best prices. Some of the subscribers find it 
to their profit to have their jewels sold through the fund. They do not very 
often object to the jewels being auctioned. They simply (xmie over and 
take whatever is left after paying the didits. 

Q . — In what form do you keep your reserve fund? 

A . — The reserve fund is not separately earmarked for investments (Uily. 
Our total investments come to about 3 to 3^ lakhs. We have got Goverumeni 
promissory-notes to the extent of a lakli of rupees. .Vhont Rs. 75,CMM) ate 
invested in treasury bills. Another Rs. 75, (HM) are invested in fi.xod di'po.sils 
in the Indian Bank and Rs. 75, .(KK) in sundry Government promissorv-notes 
at 5J per <.‘ent interest free of income-tax. 'Diese are gilt-edged securities. 

Q. — Whei'c do you keep these gilt-edged securities? Is it within your 
own vaults or have they been given to banks as security for loans? 

A . — AVo keep them in our fund only. 

— What inovisions liave you made for <lia\ving upon the Jiiiperia! 
Bank oi- other hank at a time of stress? 

.1. — Yes. There i\as only one oecasion in the history of the fund when 
wo had j'un short of funds. That was during the war, hut the liuliaii Baiih 
immediately accomiuotlated us hv willingly helping ns with Rs. 75, (KK) on 
tlic security ol' oui' hxed deposit with them, and thus we 'wcie able to deal 
with the situation. Kxcei>ting that, up till now we liad no occasion to 
feel any Jack of funds. 

Q . — In your experience uhat propoition of deposits lias to lie kept in cash 

order to lie able to meet the <lcinand of xonr di'positors? 

.1. — On an a\ erage tlie amount of cni ieiit deposits outstanding is ahmit 
3 laklis. I find that ii Rs. 50,000 is always kept, I am faiily able to ineei 
all the demands. Tliat will woj'k out to 20 per c(‘nt of the total amount of 
do])osits. 1 may als<j add that we are doing hanking hiisiness also in a 
small way. We also issue cheques, collect negotiable instruments incUuliiig 
hiindis and render all services to onr shareholders just as any other joint- 
stoek bank does to its clients. 

y. — Porliaps it is due to lack of banking facilities in Tanjoii' that you 
have found it necessary to engage u|)on such commercial linos of business? 

A.— Quite so. There are certain jilaces where there are not so much 
of facilities for banking. Sometimes we also have, to oblige uur constituents. 

Q . — If all nidhis are bound to carry on a certain amount of banking 
Imsiueiis, would it not be lietter for the nidhis to liecome regular joint- 
stock concerns? Why not reorganise their business )n sucli a way as to 
meet all such needs? 

A. — But the only difficulty is in respect of woiking tiie business and 
in respect of the share capital busijiess. My submission is that tliis kind 
of extension is entirely different from that of the joint-stock banks. We 
are not joint-.stock banks in the true sense of the term. We are doing 
banking business only as a .supplementary business. In that way wo are 
able to help our constituents better and afford more facilities and thus 
foster the growth of our mutual relations. That hs to say, we aro not 
developing our nidhis into joint-stock hanks, but on the other hand we are 
only expanding our activities by doing banking business also to cater to the 
needs of our 8ubscTil>©rs. 

Q . — Are you keeping the double eiiiry system of accounts? 

A . — Yes, 

Q , — Whenever you get applications for loans from any person, do you 
circulate that application among your directors P 

A. — No. The system of getting things ordered by circulation docs not 
obtain in our fund, since the directors meet every week, we place these 
applications before them. They scrutinise each of the applications as t-o 
whether the applicant is solvent, honest in repayment and all other parti- 
culars and when they are satisfied they recommend that the loan may be 
given. 
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Q , — What i« your ohjootion lo circulation of applications among ili« 
di rectors P 

4 — In our opinion circulation docjs not tend to exchange of opinion. 

<?.— When you have too many applications for loan«>, do you resort to tho 
auction premium i)ianP 

A. — No. J have only i*ead of it, hut we have not resorted to it yet. 

Q . — In regard to the re<*oveiy oi loans on mortgage of land, have you 
any great difficulty in realising the amounts?* 

A , — Not always. In some cases where we have to deal with cantankerous 
debtors there is some difficulty. 

y. — AVhat additional facilities do you seek for extending and syste- 
matizing your business? J)(j you think that there is any real necessity for 
a modification of the jiresent system of hanking with a \ iew to find in them 
a place for the nidhis? 

A. — We want to have the same facilities is are aixordcd to co-operative 
societies. We would also like to have the same povvei-.s for realising dues 
as aie- given to them. The reason whicli appears to my mind for Govern- 
ment's refusing those privileges is, that we are looked upon with suspicion 
as a jirofiteering concern. But we want to prove to the contrary and 
establish that it is not true. 

The Chulnnun : Not on tliat ground, so far as I know? 

A. - We waited in deputation upon Lord Aiujithill and tlie same reply 
was given. 

Mr. ThonuLfi : is not tlie nidhi more or less a eommercial concern? 

A. — It is not at all a eommercial concern. A commercial concern is 
one whicli exiiloits the situation and profits hy the loss of others. 

Do not all nidhis profit hy ])enalising defaulters and do not many 
nidliis do any hanking business with non-memhers as 'veil as memlieis? 

A. — Yes, it may he, hut the heneficiaiies are the shareholders and not the* 
nidhi. 

Mr. Cojxilu Menott : What is the strong incentive for the jiuhlic to make 
investments in nidliis? 

A. — 7'lie strong incentive is the facility to withdraw or to raise a loan 
whenever it is required. Aforeover liy jiuying a small savings at the end 
of cvei*y montJi, which is after all not mucli ilifficult, one can get at the 
end of a period a large amount, which he would not otherwise he able 
to save. 

Q.- -Your capital, vou sav. consists of shares. Is that not so? 

A. -Yes. 

y. -Wlien you allow the memhers to withdraw, does it not pfttctically 
amount to the reduction of shares, whicli means, tlie reduction of capital? 

A.— Yes. 

Q . — Can you tell me wliat is the practice in other joint-stock banks when 
a member wants to get his share money? 

A. — AAlien an individual owns some shares in a joint-stock concern, he 
must either have to sell them in the share-market' or transfer them to others 
from whom he can borrow. 

Q . — Is it not therefore a fact that the capital of a joint-stock hank 
cannot in any Avay Ix) reduced? 

A.— Yes. 

J .- -But in the case of a nidhi, tlie capital can easily be reduced? 

. — Yes. Cori’espoiiding to that, new memhers will also get admitted 
every day. 

Do you therefore agree that tlie capital of the nidhis can be reduced 
while a regular joint-stock bank keeps its capital always intact? 

Ai — Yes, 1 agree. 

Q. — How will you then keep your capital intact? 

A , — The answer is simple. As the chairman has said, we must either 
adjust our hat to otir head or we must purchase another hat. If we staH 
on that basis, then we will have to alter our system of shares. 
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— Xs it on that ground that the High Courts have renounced the 
nidhis? 

A, — It may be, but T am not sure, 

Q — What is your poi*sonnl opinion a^)out nidliis? Should the capital 
of the nidhis be kept intact or ^ould it be allowed to ]>e reduced by the 
members by this facility to withdraw? 

A, — So far ns our business is concerned we had never had any siuh diflU 
cnlties at all, because a uoav man was always found when another withdrew 
his meml>crship. 

Q . — Suppose there is a nidhi which is unpopular and the inemheis 
gradually withdraw, do you not apprehend a tinu> when there will he no 
members at all and no capital to run the fund? 

.1 -Yes, the nidhi will then go into voluntary li(|Uidatlon. 

Q — What proposals do you make in order to see that that state of afrairs 
docs not o<‘c*ur at all ? 

A . — Tlie solution is simple and we liave already had provisions for that. 
We giv'e corresjmnding facilities for admission being made every day. If 
there is one withdrawal, there will ))e a corivsponding admission. 

(?.■ — With all this, do you not apprehend that you will reach a time 
when the institution might find itself in a ]>osition that it cannot get new 
members when the existing members withdraw? Will there not he then 
difficulty, because your liability will remain the same and share cnpital gets 
reduced ? 

.1. — ^That will only arise, when th(» nidhi is not able to justify its exist- 
ence. 

Q . — You have therefore no api)rehension in this ?espe(‘t? 

A. — Yes. But there may arise a state of things when the profits of the 
nidhi aio not likely to attiacl more deposits. But that too wi>l he very 
rare. 

Q , — Yon said that according to the decision of the High Court, that wlien 
n nidhi goes into voluntary liquidation, the old shareholders will be liable 
from tlie date of withdrawal of their money. Can you tell me what is tlie 
i*es])onsil)ility of a shareholder in a joint-stock company? 

A . — He is liable till the due contributions arc made and only to the 
extent of the shares held. 

(?.-■ "Do you knf)w that the Indian Companies Act is being amended now^ 

A . — Yes. 

Q . — Were you consulted! with regard to amendments by the Government 
of Tjidia or the Ix)cul Government? 

/I. — Yes, our resolutions aio before the Government of India and no 
orders have l)een passed. 

(?. — Therefore this is the time for you when the Banking Enquiry Com- 
mittee i^'sitting, to make proposals. You said to the Chairmau that you are 
for keeping the control of nidhis in the hands of the Begister of Joint Rtock 
Companies, but you want to treat them as a separate class of companies. 
Do you think it is possible to do so? If wc cancel those Ijlocks of sections 
with regard to the prohibitions imposed on the joint-stock companies by the 
Indian Joint Stock Companies Act, i.e., .sections 55 to 58 and wdien you 
are exempted from allotment and reduction of capital, where is the ])ossi- 
hility for the Companies Act operating at all? 

A, — If .sections 55 to 58 do not operate, these institutions can make their 
allotinent or reduce their capital jis they like. Is that your view? The 
public are very particular about that. T fail to see what harm there will 
he to the public if those sections are cancelled, so far as nidhis are concerned. 

Q , — You say that the withdrawal of members of your institution is not 
in any way limited l>y the fact that new members are coming in, is it 
not? 

A. —Yes. 

Q. — My point is, ^suppose you reach a stage when you cannot get new 
members, you must have to provide, for that contingency. How will you 
provide against that unless you conform to the sections of the Indian 
Companies Act? 

A. — maj^ state that that state of things will arise in any monetary con* 
cern. It may be due to bad management, and it applies to the nidhis also. 
For that, we could not allow the withdrcTwals of members as they please, ^but 
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this is an inipossihle contingency. 7'he only solution for your problem is 
to establish a porinanent share capital system. Such a system is at present 
in vogue in the Purasawalkain llenefit Fund. The technical difficulties will 
always be there. 

— On that acc'oimt I do not think it is i)roper to leave the question as 
it isp 

A , — We must institute some kind of permanent share capital system 
asking each subscriber to take at least one share and to deposit money as 
iniich as he likes. 

Q . — You therefore suggest tliat a sy.stem of permanent shares should be 
introduced. Will you do it by transferring the deposits already with youP 
When yon ask your nieinl)ors to take a new sliare or transfer the old share for 
a new, the old sliai-ebolders might withdraw the money on the promise that 
they would pay it back, but would not pay it at all. Do you not think 
that til is might happen P 

/I .—It all dcjicnds upon the confidence we infuse in our .shareholders. 

Q — You say that you are allowing per cent and you also told us a 

little wliile ago tliat your fluid resources are kept in Government paper, 
in fixed deposits and in furrent accounts and on mortgages. I wish to 
know what average interest yon earn on your investments. 

A . — In (iirrent account we earn only a normal 2 per cent, in fixed deposits 
we get 4i per cent, anotliei* portion of the investment gives us per cent, 
that is, iiu‘ome-tax free bonds. We invest also in treasury bills. 

Q. — An* not the troasury bills intended only for transforring money from 
OIK' place to another P 

A . — 1 mean the periodical offer of treasuiy bills by tlie Government. 

Q . — 'riiat is you buy the treasury bills and then you sell them? 

A . — We get tieasury bills whenever we have snrjdiis money. During 
the past two yoai-s we liave purcliased only twice. We are purchasing three 
months’ bills, they mature and automatically we take the inonc'y. 

Q. — Wliat is the average rate of interest that yon can earn on all flieso 
investments P 

A. — It will be about 4 per cent. 

Q , — And you have no other way of making profit except in the shape 
of interests? 

.4.— Yes. 

(J . — Yon are allowing GJ pei- cent on deposits? 

.1. — It does not work out to G^ per cent. It may l>c taken as 6 per cent. 

f^l.---How do you account for this difference of 21 pei* cent, that is the 
diffi'rence lu'tween the rate you are getting on your investments and tlie 
rail* foi’ the deposits? 

A. It is due to the fact that tliese people make default. 

(,>. Is it entii'cly due to the jienal provision? 

/I. — It is mostly due to that. 

• 

0. — Will that 1)0 85 jiei' coJitP 

A.- -A certain percentage of the loans are special loans in which wo will 
have per cent at the outset. Out of TIs. 15 lakhs wo give Rs. 4 lakhs 
ns . peciol ioans. 

V- -Do these loans run tliroughont the year? 

A. — Yes. In fact it survives even the 45 months. 

Anyhow, is the difference between the interest thar you pay and 
the interest that you eain entii-ely made up by tiic penal interest? 

Ar We get current deposits also. 

(1. -What have yon to pay on current deposits? 

/I. - We f-ay only 2 per cent. 

Q - — Therefore you admit that there must be a difference between the 
interest you earn and the interest you allow to voui customei^P 

/I.-— The difference will not be much but there wall be some difference. 

C^.—The difference probably yon make, up by penal interest? 
d.— Penal interewt also comes in. 



Q . — Wliat is your profit for last year aocordinu; to the audited stattv 
meut ? 

A, —ns. 65,000. 

- Can you tell lue how much of it is penal intorost? 

A. — The ioaii interest and the decree interest came, to Tls. 1 .79,073' aud 
default interest came to Rs. 31,745. 

(C — After meeting all the expenses what was the balance left out of 
Rs. 1,79,073? 

A . — The net profits came to Rs. 65,000. hut we have also other income by 
way of investments. 

Q. — Out of Rs. 65,000, Rs. 31,000 is penal interest? 

A . — That i.s one way of looking at it. 

Q. — Yon sav that vou are not paving voiir directors any silting foe? 

A. —No. 

Q. — But T find from your halance-sheet that yon are paying fees for l('gal 
advi(*e. What does that repiesent? 

A. — They are charges paid to vakils as feas. 

Q. — I want to know whether these charges aic paid to any of your direc- 
tors ? 

A. — Only one of our directoi*s is a vakil of the fund for only one j)hice. 
But oiir suits are. filed in about a dozen court.s in dilTeront centres and 
one of the directors is a vakil for oT\ly one centre. 

The ('hatrnian : Do you issue notices to the dcfanlt(U*s? 

A. — Yes. 

i\Ir. (lopolci Me non : Who issues the notices? 

A. — I i.ssue. 

The Chairman : But the by-law says that the vakil issues the notices? 

A. — Befoi't.^ 1 came it uas not the practice and since my advent also that 
is not done. 

Mr. Cojnihj Men on : What do you mean by surveyor fees? 

A. — T1k\v are given to the siihserihers who make an estimate of tlu^ 
properties mentioned in tlie loan applications. 

Q . — Are you merely satisfied with the survey made by an onisich' agent? 
Tf a directoi* vakil does it do you not think that lie can be held responsible 
by the nielhi? In some of these places we linve got auditor dirt'ctois and 
for any mistake they make they are held res])onsil)lo. 

A, — in our nidhi also the surveyors arc I’csponsihle. 

Q . — But is the surveyor a member of the nidhi? 

A. — He is a member of the nidhi. Jn article 22 it is said that — 

‘ the sui*veyors . , . shall in all cases he hold responsible for 
the c'orrectness of their report, and for the concoct ness cf 
valuation.’ 

Q . — These are all done by the members of the nidhi? 

A. — Amounts over R.s. 500 are generally entrusted to the vakil memhos. 

Q. — Are the directors paid any survey fee? 

A. — The directoi'S do not have anything at all to do with survey fees. 
Only one, director gets anything from the fund and that is only as vakil 
fee and what we have to pay another we pay to him. 

Q. — So although the directors do not get their sitting fee they are lierenicd 
in other ways? 

A. — I can only talk with reference to my nidhi and hero only one 
director gets a vakil fee for the cases in which he appears. 

The Chairman: Are there any key-holders? 

A. — We are the only k*.y-holders. 

Mr. Gopala Menon : Your reserve Ls only Rs. 1,73,000? 

A.— Yea 

Q. — ^What proportion of the profit do you generally transfer to the reserve 
fund according to the by-law? 

A. — It is fixed under by-laws 50 and 51 and 70 per cent of the net profits 
is given to the holders as profits and the legal advisor is paid a certain 
amount. Those articles were themselves passed by a general l>ody meeting. 

41 
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Q , — My point is whether you were able to make only a reserve of 
Rs. 1,73,(X)0 within the last 23 years, and whether the reserve fund is ade- 
quate to the volume of business done? 

4.--^We have got the strongest reserve in all nidhis. 

your directors consider that Rs. 1,73,000 as a strong reser\"e 
for a company that has been in existence for the, last 29 years? 

A. — At any rate they do not apprehend any danger proceeding at the rate 
at which they are now going on. 

(?.- -The function of the Secretary and Treasurer i,s combined in on© 
person. Is it not so? 

4. —Yes. 

Q . — That is according to your by-laws? 

4.— Yes. 

Who passes the bills for expen.sos? 

-Of course the directors sanction. But for petty amounts up to Rs. 5 
the Sc'cretary sanctions and makes payments. The convention is that for 
amounts less than Rs. 5 I have got the discretion to pass the hills. 

Q . — Ts there an accountant who is hold responsible for attending to these 
things ? 

.4. — Yes. There is a separate set of auditors for internal audit. 

Q , — From your experience can you say wdiether any sections of the Indian 
Companies Act should he amended to check the irregularities in time? 

4. — I do not believe it is possible because no amount of law can ])revent 
knavery. If we have got confidence in the directors then it is well and 
gooj. If not, then there is the general body meeting when these vshould 
be asked to go out and a better set of men could be selected. 

0. — Are there any other nidhis in Tanjore? 

— In Tanjore town there is only our nidhi. 

(). — Ts any of your directors serving on the other nidhis? 

4. — No. In princii)le that would not he pi’oper also. 

Mr. Thn)nas : How many members constitute the Boai d ? 

4. — Sixteen. 

Mr. GojKila Men on : The staff of the nidhi gets only bonus and not a 
commission? 

4. — Yes. We get only a bonus and no commission. 

J\fr. Thomas : Have you a trained staff? 

4. — They are taken raw, they serve as volunteers for one or two years, 
and thus get training. 

il/r. (iO]Kiki Aleiwn : Ts there ample work for all the 26 i^oople that are 
in the emjdoy of the nidhi? 

A. — Yes. 

What is the method adopted in giving notice to the borrowers for 
making them pay on the due date? 

4. — If during the continuance of the term itself they make a default 
continuously for six months we issue notice to the persons. 

, Q. — Do you give them notice when it is only one month for them to 
pay up ? 

4. — They ai’e hound to finish their loans in 45 months. 

Q, — As Recietary do you not issue, notices to the persons concerned to 
make them pay in time? 

4. — We give them 30 days^ notice. 

Q. — If the payment is not made on the due date what do you do? 

4. — T will place the matter before the directors who will then ask me to 
close the number or numbers of the person or persons w^ho have made default. 

Q. — How" is this loan account kept? Is it by taking a pi'o-note for the 
amount and an entry made in the pass-book? 

4. — The loans are registered in the case of mortgages. 

Q. — Jewel loans? 

A . — A deed has to he executed in the case of jewel loans also. 

0. — All loans have to ho supported by regular documents then? 

4. —Yes. 



The Chalnnun : I gather that women are iiieinhcrs ol' your fund? 

A, — Yes. But they ai*o not allowed to vote tliough it iimy he against 
the growing princit)le of deuux-raoy. We do not allow voting hy proxy. 
There was that practice before and it was found out that the people began 
to misuse their right of proxy. Hence it was stopped. ^ # 

Mr. Thomas : If you have among your shareholders women who luive 
^|30 objection to come to the meetings, would it not bo fair to allow tliem 
vote? 

A.‘ — The women generally do not attend the general body meetings at 
all and if they come to the nidhis at all it is for looking to tlieir transactions 
in the fund. 

Q . — But women do take part in many joint-stock concerns? 

A .' — I do not know' w'hother women me.ml)ers attend tlie meetings of tlio 
other joint-stock com])anies. Jt has l)een found by experience that it is 
not safe to entrust them with voting powder. 

The Chalnnan : Have they not shares? 

A.— Yes. 

Q . — For the appointment of directois is there not one general hotly 
meeting in a vear? 

A. —Yes. 

Q . — Then the directors meet and appoint the olKce bearers. Js that 
not so? 

A.— Yes. 

Q . — The a})pointnient is subject to the ai)proval of the members at a 
general body meeting? 

A. — Yes. 

Q . — What I am suggesting is that the rule as to the approval by a geUjai’a! 
body meeting is inoperativt' because the ofTiee bearers are appointed for 
one year and it is not till tlie end of the y(‘ar that there is ai\y pt)ssibility 
of the apj)roval being o))tjiined. Is that a correct view' of the i)osition? ^Ihe 
only duty of the general mooting is, so fai’ as J can see, to review’ all the 
I)roceodings of the i)revious year* and to apj>rove of tlie ele(;tion oi the ofhee 
beaiers ? 

A. — T would draw your attention to clause ({/) at page 30 of the memo- 
randum and articles of association of our nidlii. 

Q . — According to the law about 70 i>er cent of the dividend goes in a 
certain proportion. Is that not so? 

A. — The general body simply passes the report and I do not think that 
the general body has in any way interfered in the mattei’. 

Mr. (f<)])al(L Menon : You say in your written statement that the nitlhis 
have achieved remarkable results. Can you substantiate your statom^t 
by actual figures regarding the i>oor and the middle classes financed ny 
you ? 

A. — Yes. I can say that there arc plenty of jieople who want to acquiie 
houses. They are, all small men — artisans, carpenters, w'oavers. J say that 
there are any number of them w’ho coniC to us and apply for loans on the 
security of their proimrty. 

Q. — Up to wdiat extent do you lend? 

A. — There is no minimum limit fixed and the maximum is Its. 20,000. 

Q , — How many borrow less than a hundred rujiecs? 

A. — Out of 1,700 cases of loans about 200 w’ould have borrowed less than 
Bs. 2(X). 

Q. — Are they small amounts such as Ks. 25? 

A. — The people do not think it worth their wdiile to come to us for such 
small sums and execute nit ■ tgages when they can easily raise the money 
on jewels. 

Q . — Lower down you say that there are only 300 nidhis w'orking at present 
and that they supply the very real need of the country and that otherwi.se 
the country cannot boast of an adequacy of banking fav^ilities. What 
do you mean by that? 

A. — ^But for these nidhis there will not be any bank for the people to 
their savings in. 
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Q . — Have you then started hranehos in the rural areas? 

A . — We do not have any branches. There ai*e nidhis in the various places. 

Q.—ln the interior could you not start some branches lor the benefit of 
the poor people? In that way could you not also extend your activities? 

A , — Wo can. 

Q , — Why 1 put that question is it may be difficult for branches of the 
joint-stuck banks to go there and find enough business to maintain them- 
selves. Do you not think that an institution like the nidhis can open 
branches? _ v/ 

4 — difficulties of branch banking will have to be countenanced 1n 
the case of the nidhis also. At presejrt the people in the adjoining villages 
are corning to our nidhi. 

Q . — If they are coming to Tanjoix} then you must be able to get enough 
business to make enough pi'ofit. Is that not so? 

A. — Some of our subscribei*s wanted us to open a branch in the interior. 
The aniount of the subscriptions collected from that place and the adjoining 
places will coin© to al)out Rs. 5,000 but the idea of opening a branch had 
to be dropj^ed for want of the i)roper pei-sonncl and the question of safety 
had also to he considei*ed. 

Q . — So tlie time might come when you can open a branch? 

A . — 1 hope 80 . 

— Do you think that it is far better that nidhis go to the interior and 
open branches there, than the joint-stock banks? 

A.— Yes. 

Q . — Is that because vou allow loans at Gi per cent? 

1.— Yes. 

Q. — 8u])pose there is a sowcar or an irrdigenous money-lender to ^\hom 
* tlio people ai‘e indebted. If you have got a branch there you can relieve 
the indebtedness of the pooplc. Is that trot so? 

.1.— Yes. 

V. — You say that the object of the nidhis is the affording of facilities for 
saviiigs by the peojrle and the relief of the me.niheis from old debts. W^hat 
are those old debts? 

A . — Idiose which have been Irorrowed in olden times and which have 
been hanging i*onnd the rreck of the i)eo})le like nrillstones. 

Q.- — The ])urden of the old debts will he removed the moment you advance 
money ? 

.1. — We cannot give them ruorrey to clear* their prior debts unless they 
give ns serarrity. In fact most of our loans go for* liquidating old debts. 

^fr. Th())n(is : In jrage 36 of your I'epoit you give a list of the j^ropertios 
that you liold. Are they still owuied hy you? 

A . — The items sold during tho year are mentioned at the bottom of 
page 37. 

TJir i'Jidinnan : Wdry does that not agree with the hgiir’e given at 
page 22 (No. 9)? 

.1.— There is Jiri artificial basis at which that figure was arrived at. The 
figure in jrage 37 is the cost jrrice for the fund, while the hgiii'e in page 22 
is the sale jrrice realized hy the fund. 

Mr. Uiomas : May 1 ask if these properties have not depreciated since 
th('y came under* the nidhi? 

,1. — The houses are certain to have dejrrcciaied hut the lands would not 
have depreciated to such an extent though ther'c is a general depreciation 
in regal'd to them also. 

). — Is the loss considerable? 

^•77^^ he a curve. The land appreciated in value for some time 
and then it depreciated. 

(?.~8ooii after*- the war, the lands apjireciated, did they not? You came 
h,\ some property at that time, and did not manage to sell it awav before 
the sluim> came? 

Even if thei*© is a fall in the value, we would have taken a personal 
decree against the borrower and when we sell these properties if we do not 
get our money we will make up the deficiency by selling any other proparty 
that may belong to the borrower. 
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Q . — How long have you been connected with the Tanjoro nidlii? 

A. — I' wo yeai-s. 

Q . — Before that had you been in any way connected with the nidhiP 

A . — 1 was a constant surveyor of the nidhi in its loan ai)i)lications. 

Q . — Arc you still a piactising lawyer? 

A. -No. Now 1 uni a whole-time secretary and treasurer of the nidlii 
and^l have liad to suspend iiractico. 

Q.— Have you an experienced assistant who is able to inin the niilhi in 
your absence? 

A. — 3'hore is my head clerk who is fully competent and tliero is also an 
experienced auditor. 

Q , — You said that the paucity of experienced hands was the cause of 
your not starting branches. Can you not utilize these men in starting a 
branch ? 

/I. — I can do that. Ihit then the difficulty will be in linding suitable 
hands for the head office to take their [dace efficiently. 

Q . — What salary do you give youi' clerks? 

A. — Jls. 25 to start with. 

Q — What is the maximum? 

A.— Bs. 75. 

(*>. — Have >’ou enijiloyed any giuduates? 

A. — Nowadays there are applications from graduates but so far 1 have 
nut entertained any. 

Q,-~^yhy? 

A. — Jfecaiisc the old staff is alioady there and the one graduate whom I 
employed from the Hood Institute left after some time when he got a higher 
salary offered to him in Madras. 

(The witness then withdrew.) 
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Oral evidence.* 

TJic Chair man : You arc an expert on agricultural niattei's in the Tanjoro 
district? 

A. — 1 know something about it. 

Q — What we want to know is, can you give us any iiiformation about , 
^he manner in wliich the ordinary ryot is financed? Where does he get his 
inoney from for cultivation expenses? 

A . — 1 want to know whethei’ you mean by ryot the cultivating tenant or 
the ryot liimself. For exami)le some cultivate their own lands and others 
cultivate by sub-Jetting to others. T cultivate iuy oavji lands and a portion 
of the land 1 have given to tenants. 

^ you ^^ 1.0 rather not in the same position. Do you borrow for 
cultivation p u rp oses ? 

d.— No. 

Q. — Y^ou cultivate entirely on your own capital? 

A Yes. 

Q . — Do you use a bank? 

d.— Yes. 

Q.~~Yoi\ keep your sj^are cash in the bank? 

A . — I keep my spare cash in the savings l)ank at Madras, and I have 
got a cash ciedit in the Imperial Bank also. 

. — Now there are three sources for the ryot to borrow money, the pro- 
fessional money-lender, another ryot and the co-operative society. Is there 
any other? 

A , — There is no other source. 

Q . — There is possibly another I think, the inercliant in the town? 

A, — Not very many resort to them, at least not so far as paddy is con- 
cerned. It is generally from the village money-lender. 

Q , — Can you tell us what the ordinary rates are? 

A . — For small sums it is between 12 and 15 per cent, and for largo 
amounts 9 to 12 per cent. 

?. — That is the normal rate? 

-Yes, it is the normal rate. ^ 

^-^Is there any circumstance that affects the normal rate? You know 
the^ldindu system? 

A, — ^Yes. 

* * For written evidence, vide pp. 18 — 21, vol. III. 




Q . — Is that applied to rj^ots? 

A.— No. 

Q , — It is confined to towns? 

4.— Yes. 

Q. — Is it the custom to deduct interest in advance? 

A . — It W’as usual formerly, hut not now. 

t .^What are the rates? 

. — If it is the ordinai*>’ ryot he charges loss interest generally. But the 
does not get money tor cultivation expenses or anything of the kind. 

It' i»*^only for marriages and other cei'emonial occasions when his savings 
ai'o not enough that he borrows. All the cultivation expenses are incurred 
in kind. The labour is also generally paid in kind. 

Q . — But whore does he get that kind from? 

,4. — He always saves it froiii the previous year’s produce. Ho also resoi ves 
the, grain lequired for paying the labour besides the seed. Only in a case 
in which a man loses all his cattle due to rinderpest or some other infectious 
disease does he hori*ow to purchase cattle and not ordinarily for cultivation 
expenses. 

Q . — When they do l)orrow it is not the custom to take interest in 
advaTice ? 

A.— No. 

Q . — Do they execute a pro-note? 

A. — Yes, generally they do. 

Q . — The pro-note amount is received in full? 

,4. — Yes; it is paid in full. 

Q . — It is not a question of executing a pro-note for a certain sum and 
actually receiving less? 

A. — So far as the agriculturist is concerned it is not so. It is only in 
/t©|^J 1 S when the minor .son of a rich man wants to borrow mf)ney without 
the knowledge of the members of his family from people who risk tlunr money 
that pay a sum that is less than the amount shown in the pro-note. 

0 . — Can a ryot who owns 3 acres of land get a loan at 9 per cent? 

A . — Yes. 

Q , — Thwi wherefrom does the money-lender make his money? 

A . — Not from the agriculturist hut from the merchant. 

Q. — The village money-lender? 

A. — Not from his own village, but from people of other villages. 4’ho 
professional money-lenders in the. village belong to two castes, cne is a parti- 
cular sect of tlie Brahman community and the other is the Nattukottai 
Chettis. These are the only professional mo]ioy-lendei*s in ihe villages. 

Q . — For all reasonable purpo.ses and amounts they lend at 9 to 12 pei^s^ 
cent ? ^ . 

A.— Yes. 

Q . — Is there any necessity for providing further credit facilities? 

A. — I do not think it is necessary. 

Q. — In your opinion the rural credit in Tanjore territory is in a satis- 
factory condition? 

A.— Yes. 

(?. — But not in towns? 

A. — Not in towns. ^ 

Q. — There the rates are high? 

A. — It is high because people who live in towns do not own land anj 
therefore the money-lender takes a joint signature and charges a high^ 
rate of interest. Someti* .^s it happens that those who have put the joint 
signature take half the amount hoiTowed each. 

Mr. Maricair : You are a landholder yourself? 

A 

Q. — I suppose you cultivate your land by the pannai system as welt m by 
the ryots? 

A. — Yes. A portion of the land is directly unde.r my cultivation and 
another portion , is given on what they call tenancy, i.e.^ division nt the 
produce. 
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Q , — How much do you give to the tenants? 

A. — Twenty-ftve per cent. 

Q . — And the seed and cultivation expenses will he >)orne by? 

A. — The tenant. 

Q. — Whose cattle will he used hy him? 

A. — His own cattle. 

Q . — How much is tlie net yield per acre? ^ 

A. — 8o far as my lands are concerned it is different. If the land iii| 
the tenant will not cultivate it for less than 3d per cent share. In other 
places the, land is so pofm that he has to be given 5() per cent. In a good 
land it is 25 per cent and in veiy good lands it may he even 20 per cent 
only, for example in the Tanjore and Kumbakonam taluks. Whether the 
land is good or had the labour charges are always the same, if the yield 
is low the tenant’s share will he more and if the yield is high then the 
tenant’s share will ho less. 

Q . — Do you use artificial manures? 

^ A. — Yes, I do. 

Q . — What about othei* landholders? 

A. — Peoi)le who use artificial manures should first see that the soil is 
exiiniined and that particular thing which is deficient in the soil found out. 
Ufiless that is done the use of artificial manure is a waste. That which is 
deficient in the soil should ho restored to it hy the use of artificial manure. 

Q . — Do you get your seeds from the agricultui'al farm? 

A. — Yes, I get once in three or four years. 1 multiply the seeds in my 
own farm. But naturally after some time the seeds get mixed up and the 
purity of the strain is not kept up. So after some time T have to look again 
to the farm for pure seed. It happens in this way: thei'e is no separate 
tljreshing floor in the village for each farmer, as in England, and the 
threshing floor is not a conci'ete floor but only sandy earth. One ryot brings 
his paddy and thieshes it and when I bring mine it gets mixed nj) witli 
some strains lying on the floor. Then again we use gunny hags and SO 
many will be sticking there also. Thus in the first year the rogues will bo 
1 per cent, in the second year 5 per cent and in the third year 10 per cent. 
'I’hcse mixtures are called rogues. 

Q — p)q money? 

A.— Yes.’ 

Q . — To what extent? 

A. — Only to friends and neighbours. 

Q . — At what rates of interest? 

A. — Tf it is a big amount it will be from 1\ to 9 per cent and if it is only 
,..,Rs. 100 or Its. 200 generally from 10^ to 12 per cent. 

(?. — Are there many indigenous bankers in Negapatam? 

A. — Especially after the removal of the works several of the indigenous 
hankers have closed their shops and have gone. 

— What about the failure of the Nattukottai Chettis? 

A. — There was not much failure of Nattukottai Chettis, they have closed 
theif shops and have changed the places of their business that is all. As 
regards some failures, some lived beyond their means. Formerly those 
Chettis were known for their economic ways of living and now they live in 
^ right royal style and naturally they failed. 

Q . — You are a lawyer? 

A. — I was but not now. 

— How long will it take for a pro-note ease to he decreed in court? 

A. — In pro-note cases they are. not generally contested. Anyhow it will 
not take more than 3 to 4 months. 

Q , — And mortgage suits? 

A. — It takes a longer time. 

T^c Chairman : All the district munsifs and sub-judges have got small 
cause court powers? 

A.-— Mortgage suits cannot he tried as small cause court cases, they are 
all original cases, 
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Q. — Soino of the witnessen woi*e of opinion that pro-noto cases should ho 
decided hy summary i)rocedui'e. What is your opinion? 

A . — 1 think it is nec*<^ssary. 

Q , — So you say that iMiw-a-dtiys it does not take much time? 

.4. — Now small cause suits are decided and disposed off very promptly. 

Ml. Th oina^: Did you say that no further credit facilities arc lunessary 
for tl|Q agriculturists in rural parts? 

^:7-Yes. 

" Q . — What are the agencies that exist to-day ? 

A . — The co-operative society lends to the memhers of the so('iety and the 
ordinaiy man who wants a loan gets it from the indigenous hanker ami fn>]n 
the jo i?it -stock })anks. 

Q — Wliich agency to-day supplies the hulk of the agriculturists’ needs? 

A . — Do you mean to say for cai>ital improvements? 

Q . — For all kinds ol‘ needs? 

A . — 1 have already said that the ryot never l) 0 !‘rows foi’ euK ivai ioriw 
expeiises. 

You speak of the Tanjore district? 

A. — Yes, so far as the irrigated area of that district is concerncsl, 

Q. — I'liey do not horjy)w lor cultivation expenses at all? 

4. — Fnless due io rindeipe^t or some other ini’ectious disease the enitU' 
all die. 

Q. — What, then, are th(‘ pur()oses for which loans arc raised now? 

.1 . — Chiefly for repaynumt ot old debts, for marriajres and for olectioii 
purposes, (lenei-ally ])eo])l(‘ hav(‘ to borrow for election pni'poses. 

Q. — Not ff)r ]>\irchasc of land? 

,4. — They do not borrow for purchasing land, lii some cases if a man 
has got sav Rs. 2.(K)() and there is a good land available for Rs. 2.5(K), he 
hoiTow>. I{s. 500 in order to purchase that land. In such eases 1h(» money 
that is borrowed is repaid pi'oinptly. 

Q. — What are tiie needs met hy the co-operntivo societies? 

.1. — ISreinhers’ uf^^ds are met hy co-operative societies. 

To what extent? 

A . — Whatever needs they have. 

Q . — To the lull extent or only to a limited extent? 

A. — 1\) u limitt'd (*xtent. 

Wlio i*. meeting the rest of the agrieuiturists’ needs? 

.4. — The indigenous hankers and tln‘ ])rofessional money-lenders. 

(J . — Does not the larger ryot tinanee the smaller ryot? 

.4. — So far as the 4’anjore district is coiK*erned very i.irely has the larger 
ryot anything to spar(' io the smaliei* ryot, except one partienhu’ Ri’ahinan 
family which has both money and lands. 

Q . — No nou-lirahman ryots? 

4. --Yes. there are some rich peM)ple whf) also lend. 

Q . — So fai- as 1 have' been able to see, the greater ])art of the loans 
received hy tlie lyots are from their fellow ryots themselves. Js it not true 
ol tJie Tanjore district? 

4.— So far as the Tanjore district is eoucerned it is not so. 

Q. — Co-f)perative societies are able to meet a vei*>' small i>ortion of the 
demand ? 

A . — Their .sco])e is very limited. 

<?. — And therefore tJie >« t of it is met hy indigenous bankers and 
jnofessional money-lenders ? 

.4.— Yes, hut rai*ely by the ryots. 

Q . — What are the rates ol the pmfessionAl money-lenders? 

A . — Nine to twelve per cent. It <1ef>endn on the man who liori’ow’S. If 
the man is a solvent man and if the cre<litor thinks that he will repay the 
loan on the date specified then the interest that is charged will ho lower. 

Q. — What is the rate of interest on mortgages? 

.4. — On amounts like Rs. 20,000 it is 7i per cent. 
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Q , — On pro-notes? 

A. — ft is a little higher, generally II per ce^nt higher than on mortgage 
loans. 

Q , — To what extent do such transactions end in the sale of land? 

A. — Only in mortgage loans are lands generally sold and it is the creditor 
who generally finally hoconies the unwilling purchaser, 

Q . — The money-lenders are therefore increasing their holding of land? 
A. — Yes. They are also trying to dispose off those lands. 

Q , — Do you not think that facilities must he given to the ryot so that 
he may avoid these money-lenders? For this purpose, are not land mortgage 
banks needed ? 

A. — Yes, such institutions are quite welcome. 

-You want also an expansion of co-operative societies? 

L— Yes. 

Q, — Our main concern is to raise the standard of living. How can this 
come about if the ryots produce only just enough to pay the money-lenders* 
interest? How can we improve them unless we i*educe the i^rice of money 
and give him a wider margin between price and cultivation expenses? How 
can we do all this? 

A. — The only way to I’elieve the past indebtedness of the agriculturist is 
by issuing to him iong-term loans repayable in equated instalments. That 
can be done by a land moi'tgage bank. 

Q . — Ts it true that in Tanjore the expenses for marriage and education 
of children ai'e very prominent causes of indebtedness? 

A. — They are no doubt important items which can he included as a 
portion for the expenses of the family. 

Q. — What is the i)ercontage of loans contracted foi* tliese two i)U]-poses 
in an average village,? 

A. — It depends upon the man who borrows the amount, 

0. — Tt is fairly a large proportion? 

1. — Yes. 

Q . — Does it apj)ly to other parts of the Presidency? 

A. — Only al)out a certain class. Every man wants to educate his childi'cn 
but now there is a setback as Government cannot piovide appointments for 
Biyihmans. People are not trying to educate their sons by sending them 
to Madras because they have, found actually tliat they cannot get aiiy 
Government employment. 

Q. — I understand that you cultivate part of your land. What is the 
size of your home farm? 

A. — Sixty acres. 

Q . — How many pannayals do you cmi>loy? 

A. — Twenty. 

Q . — Do you not think that you could manage a larger farm with 
advantage ? 

A . — Of conr.so, I can manage if T devote more time to agricultuie. 

Q , — How is it that you have let out a certain portion of your land to 
tenants? 

A. — Because wo have got to educate our labourer. T am making my ow}i 
profit. All of them were originally labourers. T made them take interest 
in the cultivation of land. Several of them are lessees. Even though they 
get a higher percentage of profit they pay only so" much and they take 
the extra they get for themselves. 

Q , — On what rents do you let land? 

i.— Banging between 50 and 25 per cent. In regard to cultivation there 
are two classes. One is a lessee, who pays so many kalams per acre. What 
ever extra he gets he is bound to take. 

Q - — On the kytJinkai basis how much rent do .you get? 

A, — I get a])out on an average 20 kalams per acre. 

(). — On varam basis how much can you get? 

A. — About the same quantity. Varam is about 25 pei* cent. The object 
of making lessees is to create an interest in them so tliat they mav not 
give up the land and go away, 
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y. — Wbai do jou thiuk to In? an economic holding for your district? 

• l.-rr-Six aci‘et>. 

V. — Will it ho possible to cultivate six acres without any pauuayals:'' 

A . — It a man is hiinself a labourer, ho can do it. 

Q. — And one pair of bullocks? 

I — Yes. 1 have got sixty acres. Out of this 1 cultivate two cropvS on 
forty acres. 

(J . — On six acres what income could the ryot make? 

A. — jf a man cultivates his own land he can get 180 kalanis for that 
land. 

y. — What is tile average price of one kalam ? 

A . — Now it is only ranging from two rupees to two rupees and four 
annas. It is only 21 Madras measures or 00 Ihs. 

Q . — What about tho.se jieojile who have got smaller lioldings? 

A . — 'riiey do it liy themselves. They also cultivate otlier people’s lands. 

Q . — On varam or kiithakui basis? 

A . — Both. 

Q — Yg^i iiave sj>oken of the marketing of groundnuts. May 1 ask wlnit 
i.') tlie ix'lat ionsbip between the middleman and the culti\ator? 

A . — So far as the niiddlcinan is concerned lie will advance money even il 
there is no crop in the laiul on a certain lixctl price. It wovdt! ho always 
two annas less than the market rate. 

Q. — Does this ti'ansaction turn out to he to the advantage of the middlo- 
inaii ? 

A . — It does, because the middleman collects all the proceeds. 

— it miglit also be tiu* other waj^? 

.1.— li the price goes down, the middleman will lose. But in nio.st cases 
tlH\y do not fix the price. 'Piioy agree, that they .should pay two annas less 
than the market rate so that tliey may not lose. 

^ Q ‘ — What about [laddy ? How is it marketed? 

A. — There' is no middleman, it is taken to shandies or it is sold through 
hj'okers avIio get only six ])ies per kalain. MilUowners fiurcliase it fnmi tlie 
hrokei's. 

Q . — AVhut about the ineasures and wx'ights used? 

A . — They are cheated to a small extent. 

Q . — To what extent? 

A . — Small landlords are at the mercy of the people because they want 
to sell. False measures are used more to cheat the poor labourers. 

Q . — Could this not he avoided by organizing marketing on a co-operative 
basis ? 

.1. — Yes. In the matter of measures and weights tl^e jjixirer classes are 
clieated. 'l'hei*efoi'e some kind of co-oporativc work is needed in tliat line 
of marketing. 

Q . — The same thing is also true of groundnuts? 

A.— Yes. Not paddy? In the case of marketing paddy we do not find 

any difficulty at all. The measures usetl are all standard measures. 

Q . — Have you considered the possibility of creating agricultural hills, 
and thereby financing cultivation on more favourable terms? 

.d.— I liave not got much experience on such financial matters. 

Q . — Are there now ample inland trade facilities? It may he that between 
towns, there are ainjde trade facilities, hut between town and village and 
l>etween villages themselves, are there .sufficient facilities for transmitting 
money ? 

A. — I do not think much money is transmitted in that ivay. I think 
thei-e are ample facilities for traders and businessmen in general. 

Q, — Have you enquired of traders if ample facilities existed for internal 
transrnittances? Are j^oii aware that it is easier to transmit money from 
Madras to Rangoon than from Madras to a village in Chingleput?, 

A, — I know indigenous inone 3 ^-Iender.s are carrying on such transactions. 

The Chahvnan : Are you occupied in trade yourself? 

A. — I have no occupation in trade. 



Mr. thotKus : You state in your written ineinoraiiduiii that there is no 
euirn^etition between the Iniiiks and OoveriinieMt. Arc you aware that 
Govwninent borrowing have curtailed the deposits in our joint-stock banks':^ 
A . — There is no difficulty with regard to them. 1 hold pi*oniissory-notes. 
I have also got deposits. Practically the rate oi interest offered by Govern- 
lueut is generally lower than the other lates. 

Q. — Very well, we shall leave it at that. Are postal cash certificates 
lx)pularP 

A. — They have now raised tlie rate of inte.jest. Only if they lower it 
to the original rate when the cash certificates were issued they will become 
more populai'. 

(J . — Js much money hoarded in the Tanjore district!^ 

A . — Only in jewelleiy; not in hoarding. 

(,b — Js there means of iiiobilizing sueh locked-np capitals 
A . — I do not think there is mueh of gold jewels. People have now taken 
to diamonds and that tw only by pcMjple who can afford. 

(J . — Is diamond a better investment!^ 

A . — it is in one way a saving to the family because they can rely upon 
it and mortgage it. They use it always. They do not tak€' and place it in 
deposits. 

Q . — Is the habit ol spending much money on je^^ellely oi‘ diamonds 
justifiable 

.1. — I do not think. 

(>.~Whi(*h classes of peoj)le put their money most in gold and diamonds P 
A . — J think even Muhammadans have got jewels. 

Mr. (JoiKila Alrnoii : You say in your writtoi memorandum that no loans 
are given on produce or standing crops. What do you mean by it!^ 

A . — People have got their stores of grain. Nobody lends on that. I 
know that because the Imperial Bank at Nogupatam was ti'.ving its best to 
advance loans on these stores. Jt has not been able to sUj^ceed. That is onj^y 
so far as i)addy is concerned. 

Q . — For other x)roduce? 

.1. — J do not know much about it. 

Q . — ])o you ]iot think that the Imnks and the co-o]>erative societies 
advaiu'c money on standing crops H 

.1. — In eo-operative societies they do; hut only to theij- jncjiibers. 

(,>. — On eommereial x)roduetsP 
A.— No. 

Q . — Do you think that C‘ 0 »oj)crative societies are required foi- this 
XiurposeH 

.1. — I do not think. The mill owners purehase large quantities of grain 
and store it in their granary and it takes six months. Generally they do 
not pledge the produce to the Imperial Jlaiik. 

(b—No loans aie given by the imperial Bank,^ 

A . — Indirectly thev do. Idle hanks no doubt advance such loans and 
tliey go and ev^eu verify every fifteen days or once in a month. 

y. — No eo-ot>erative societies give loans for the })uri>ose of getting seeds 
or implomentsP 

A . — I do not think, 

Q . — -Do you think that in these eases in the rural areas the indigenous 
Imnkers can be belpful P 

Not only the Iiux^erial JIauk but also tlie indigenous bankers advanco 
money on the produce. 

(j). "'— You say hankers and professional money-lenders grant loans on high 
rates of interest P 

A. — Only on pei'sonal security. 

Q.—At the same time you say no credit facilities are required for financing 
of products? 

A. — I mean only commercial products. 

. — You do not mean paddy? 

. — No, 



Q . — You ivay that no credit tucilities are requii-ed tor hiiaiiuiiig ot pro- 
ducts Y 

.4. — We aclvauce at the time wheti the produce is it^ady. 

Q . — Do you think tliat there is money only in tlie <‘Ountry tor short-term 
loans Y 

A.~-Yes, 

Q . — If people get jnoiiey on short-term loans how are the l>anks able to 
get usurious rates ot interi^st^ 

.4. — Because they trust on the personal security of the man and so they 
get a high rate of interest. 

Q . — If there is money in the country for sliort-term loans, why is it that 
per>ple l>ori'ow at a high rate ot ijitcrestP 

A . — It depends upon tlic man. I would rather give my money to a hank 
which M'ill repay me properly than give it to a man on jiersonal security 
for a high rate ol inteiest. 

V- — over tliis cliffieulty do you thi>ik if tlic.se funds art' eolleeted 
juclieionslv and il wc* meed the l)orro\\ ei>>’ needs and j’ecpii rememts, is there' 
any possilnlity of developing hanking sy.stem in the rural areas 

.1 . — T do not think that system v\()uld work in the' iiiral aieas. 

Q . — You sav that co-operative erc'dit soeietic's sliould grunt loans on 
easier terms. \Vhat eU> you inc'an hy that r Is the present rate charged hy 
the exj-operative soeietie's higher r If .so, how mneli is it? 

A . — About 7.i to 9 i)er cent. 

Q . — Do YOU think 9^ per cent is high? 

.1. Yes' 

V- — Do you want luither laeilities? 

A . — H must Ikj reduced. 

V- — How? Ylu'v get loans from the e*ential nrhan iniides? 

.1. — They will have to get it fiom the central nihan haides at d per cent 
and they must give it at Gi per cent. It must also he rc'dueeel eorrcsponcl- 
ingly. 

77/r ilnmimni: How do you j)i“()j>ose to do it? Have \’ou got any 
suggestion ? 

1 — Idle late ol intere^t must he less and a system !>> wliie*h the' whole* 
loan should he wi[)ed of in a certain numher ol veal's must he introduced. 
The rate ol interc'st must he le^s. The* co-operative soeietie's when they 
udvane*e money should insist u[K)n repayment at the end of a eeitain period. 

Ah . (iopala AJe'/ton : What is the maximum numlier of years in which 
the instalments of the ee>-oj>erative soeietie's have to 1 k^ rej)aiel? Is it five? 

A. — d'hat is not sufficient. It (U*j)ends uiion the persons. As a matter 
ol fact the memhers of the* eo-oj>erative seKuettes have horroweel not fen* their 
cultivation expenses hut for other need.s, 

Js it youF’ i>oint that the rules are inelastic? 

.1. — 1 do not know much ahe^ut it. But in otlien- parts J lind that they 
are going to sowears and raising money at a higher rate of interest. 

Q . — Why do you want then tliat the eo-oi>erative societies should redtteo 
their rate of interest? 

A . — The co-operative societies are not alile to lend whatever amount is 
asked for hy the [)ublie and lyiless the rate of interest is jedue-od, people 
of higlier elas.ses who may rextuire large sums will naturally have to go to 
hanks and those who want small sums arc j)ex)j‘ men and only those people 
will resoi't to co-operative sxxieties. Since the prime object of e*o-oper4itiv<5 
societies is to help agriculturists and siuali landhoklcrs from their indebted- 
ness, unless the present rate of interest is reduced, they will not serve the 
object for which they are s" irted. 

Q , — Is it possible to reduce the rate of working expenses of the co-operative 
societies ? . . 

A. — I do not know’ much about it. But many of the co-operative societies 
are, in niy opinion, depending very much upon the honesty of the Secretary. 

Q , — You say that eo-oiierative .societies ai*e not necessary for jHioling and 
iiia^raetring of produce in the district of Tanjo»*e. Is it the case in other 

districts also ? . ^ i • i i • 

A.— Bo far as I know there is no necessity for marketing paddy by co- 
operative societies. 
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— Jji yuur written evidence yon say that there no paiticnUir season 
at whicli tne value will rise i^jtl that it is not a iact that at the harvest 
time the price will he low. l)o 30 ur remarks apply to paddy only or any 
other crop? 

A. — Yes. My experience has been siich. Last year I sold my kuruvai 
paddy at lis. 3 |)er kalani, hecaiisc 1 was able to harvest it earlier, but 
othei’s w lio were able to reap the harvest al tera ai ds sold it only at lis. 2-1-0. 

I’lie rea.son why tliat question is 2 >ut to the witness in the questionnairCj 
1 believe, is that the middlemen always purchase at a lower jirice taking 
advantage ot the circumstances ot the agriculturalists and I take that the 
object ol the Committee is to Iielp the rural agriculturalists to benefit and do 
not lose by such hasty sales. 1 hat, in my opinion, does not apply so lar 
as j)addy is concerned. 

'riie general opinion tliat the middlemen always deprive the agriculturists 
o) iln‘ heneht ol a hettei* salo will only hold good in the case ol' cotton, 
groundnut, etc., bnt to-day they are being replaced by c.xport (inns who 
come down to the villages and purcliase outright. 

Q. — Y'oii say that middlemen are noAV-a-days declining:' 

A. — Y^cs. The several groundnut firms which have, their branches all 
louiid the villages lunv-a-days directly’ export from agriculturists and not 
through the niiddleinen. 

Q . — In answer to question 8 of the questionnaire you state that the 
indigenous banking community would resent inteiference or introduction 
of measures for the regulating of operations and for giving publicity. You 
know that there is a question in the qnestionnai re, “ lJow^ in your opinion, 
the indigenous lianking system should he linked up witli the money market 
or provincial capital Our object is to find out bow they <*ould be brought 
in a banking system extending from the central reserve bank if it is brought 
into existence. Our main object is to extend the system of banking facili- 
ties noAv obtaining in the country and as the indigenous banker is an 
important primary unit Avhose influence in the, country cannot be wiped 
out, we are anxious to see that their interests are not allowed to starve, 
in tile event of <a reseive bank licing ultimately formed. Have you any 
proposals to make in regard to that matter r* 

.1. — J do not think 1 can venture any opinion on that matter. 

Q. — J)o you think that the periodical publication of the statement of 
affairs would be presented by the indigenous bankers? 

A , — in my opinion they will not. 

Q . — Suppose the Coveriimeiit state that they aie piepared to enter tJiein 
in the list of approved agricultural banks, would they like that idea, — 
because if a central bank is brought into existence they would be able to 
get credit from the central banking institution? 

A . — 1 cannot see Iioav it will work, i cannot venture any oi>inion on 
that until it actually comes into being. Several of the indigenous bankers, 1 
kiioAv, rely more upon the deposit from ordinaiy agriculturists or ryots or 
niei’cliants, etc. They may not lie very keen about getting anything from 
the central reserve, if as a result of your emiuiiy, you recommend the 
organization of such an institution, 1 Avould urge that the interests of the 
depositors should be safeguarded. 

Q. — Do you think that any maximum rate of interest should be laid down 
by law for regulating interest? 

/I. — Even if you do it, there will always be a measure of evading it. 

Q, — Y^ou say in your Avritten evidence regarding savings, that very many 
so-called productive undertakings have failed on account of w ant of" expert 
knoAvledge and expert employees to make such undertakings a success and 
that GoA^ernment should take a share or wntribute to the share-capital of 
productiA'e undertakings to induce small agriculturists and othei'S to invest 
their savings in such undertakings. If GoA^ernment were to undertake any 
such things, they should have some guarantees from these people who aYe 
the custodians for effecting the savings. AVhat Ave Avant is, to find out how^ 
best savings could be improved and the public educated to invest their 
savings on pix)ductive concerns. Can you suggest any means for that? 

A, — People have already learnt the habit of saving. The only difficulty is 
lhat they are not able to accumulate them. If they contribute their capital 
productive undertakings like several of these bone mills, agricultural 
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societies, etc., which ultimately fail for Wj^t of expert knowledge ami 
advice, they will not only not get any retu^ at alt Init would discourage 
any such schemes as a whole. We. had sonie hitter exi>erience ourselves m 
vShiyali where an agricultural sm*iety was started and failed for the same 
reasons resulting in a loss of Rs. TdMK) to me. That is why I say tlnit 
Government should eontrihute to the share-eanital of such productive under- 
takings to induce small agrieulturist.s and otnei*s to invest their savings in 
such undertakings. If this is j>ot feasible, I would suggest that these small 
saving.s may he invested in post offi<‘e cash eertifuates. I am however of 
opinion that many of tlie .small landholders are not able to save anything 
at all. Rut in cases wliore they <‘an effe<*t some savings, the post office cash 
certificate may helj) to offer a solution. 

Q . — How much have tliey to pay for that? 

A . — By paying Hs. 7-S-O they get 10 in a certain numher of years. 
These jjostal certificates may he available in eveiy village, wlune there is 
a ix)st office. 

fj).— “But what we want is that hanking facilities should he available in 
one form or another in cveiw village to educate, heli) ami atlvice the villager.s 
to save and make tlie best use of them. Now-a-days the Sowiaus and 
Multani.s migrate into villages and do their own husint»s.s at usurious rates. 
Do you not think lliat small hanks can he established in evtn-y village? 

I. — T do not think that .sn(‘li small hanks o|)ened in small rural areas will 
attract any savings. hanks will not he able to pay even for the esta- 

hlishnieiit with such small business. 

Q , — Gould uol the villagers l»e taught th(‘ habit of saving wlmt(‘ver little 
they can? 

.1. — They already know that, 'fhe only method in iny oj)inion is to sell 
the post office cash ceitificates through tlu' ]>ost offices. 

Q. — Do you not think that unless we bring the.se indigenous hankers under 
a .system of control, it would not he ])ossil>le to render tlu' agr icultnrisis 
any financial help? 

A . — I do not think it i.s jaxssihle. 

Q — in youT- written evidences that tlnu-o is no compc'tition 
lietwecn Govoi-nnient and other hanking institutions. I want to know what 
> oil moan by the tmni “Government”? 

.1. By Govcrnimuit I incuin the transaction which the Goviuument makes 
witli the public through tlie issue of jiroin issory-notes. tn^asury hills, postal 
cash cej’tificates, etc. 

Q. — Do you think that there has been any pressure in lh<‘ inoiu'y market 
on account of Governuumt withdrawing their money? 

A. —No. 

--Suppose Government stops i,s.suing treasury hills do yon not think 
that tliat money will lie available for financing trade and imlnstries? 

/!.- It may afft'ct the hank rate a little, hut that does not mean that 
th(W })av(‘ not got sufficient funds to advance. 1 do not think tliat the 
hanks suffer from want of money. On the contrary the Imperial liank and 
othoi* joint-stock hanks have got large funds at their disp<jsal without know- 
ing what to do with them. F peiNonally know also that then' are several 
hanks which refuse to take any deposits at all. 

Air. Th onuis : Do you know of any banks which refuse to take di'posiis? 

A . — T know the union hank at Kumhakonam is reducing its deposits to 
ono-thinl. 

Q . — Do you think that there are Rnfficient hanking facilities in fins 
Presidency ? 

A . — T do not say ihrit. 

Q . — You say that tlic opening of new branch banks ha.s been of use 
eomjiaratively ? 

A . — Certainly. 

Q.—I find in a report published by the J’rovin<‘ial Co-operative Union, 
Madras, that “ The average cultivator owns 5 acres of wot land and has 
a debt of Rs. 1,000 ”. Ts that eorrcM^t? What wdll ho the average net income 
of a cultivator wdio owns 5 acres of land? 

A, — T do not know. The average income will ho Rs. 200 per year. 



m 


The’ fJJuLif mon : Tlio actual total yield in the 5 acres must be more 
)>ecauae lie applies his labouj* In that'' You assume all the pi*oduc*e is taken 
up as the iiiooiue?' 

A , — The total income will lie L50 kalains of paddy or Rs. 300 per year. 

Mr. Tiionwii : What is the prevailing rate of interest in the villages of 
Taujoi*e districrt.^ 

A . — The average rate of interest is lOJ per (*ent. 

Q . — Tf tlie co-operative societies could increase their activities, will not 
the rate of interest come doAvn ? 

.1 . — As 1 said, co-operative societies must be extended. There there an* 
no co-operative so(‘i(‘ties, tlie firofessional money-lendoT’s will automatically 
C'onu* in and tin* pi<*seni state of indelit^vlnt'ss will surely continue, 

(Th(‘ witnes.s then wilhdrew.) 
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TfiP ('halnnan : fn pariip;raph 5 oi yonr wiilton nuMno rand inn yon liavo 
fjciven certain figures I'egarding the Nattukottai ('hoitiyars’ Inisiness. Can 
yon say tliat they are reliable? 

I — 71ioy are quite reliable. The estimates have been ac'cuiately framed 
and I should rather think that they traverse on the side of moderation. I 
have cheeked the amount of business capital in another way; I liave not 
mentioned that in my report. I have stated Unit the total in(*ome-tax and 
super-tax paid by Chettis in tin's Presidency is ]P>\ lakhs. Ff we include 
the income-tax ])aid by them in Burma also, which F estimate at about 
10 laklis tlie total income-tax paid here and in Burma comes to alaiiit 25 
lakbs. The latio ol tax to income according to the latest returns is apjiro- 
xiniately 1:20, i.e.. the annual income ot Nattukottai Chettis is 20 X 25 
lakhs (>!’ 5 crores. To get an income of 5 emres a year they should have 
a working capital ot Rs. 50 crores. Fn regard to reiyittances of foreign 
profits, F have a suspicion that all rcunittances are not shown to ns and 
tliat many are escaping by various devi(*es in accounts intended to eoneeal 
the nun it tan CCS. 

Q . — You therefore assume two facts, one is that the income-tax figures 
are a(‘cnrat<» and the otlier is that they realize 10 per cent on tlunr cajiilal 
Is that collect? 

.1. -The income-tax lignres ar(‘ coimect. Onr assessments are accurately 
made. The 10 per cent is a flat average estimate adopted for computing 
capital on the basis of piofits and is as accuirate a forecast as can be made. 

Q . — IfoAv mncli experience have yon in the Chettinndn business? 

.1 . — 1 have Vieen here foi' the past year and a half Assistant Commis- 
sioner of Southern Range. From 1923 up to April 1925 I was Personal 
Assistant to the (Commissioner and during short intervals in this period T 
acdcal as Assistant Commissioner and Fiave heard Clietti appeals. Bofoie 
that I was Income-tax ])(‘j)ut\ Collector. My aecpiaintanc-e with (’hettiyars’ 
business extends to several years, and for the past li years, 1 have beem 
in constant touch with thee 

Q . — Ts tbei*e rnucli change in their business for tlie last 10 or 12 years, 
that is to say, are they as prosperon.s now as they were ten years ago? 

A . — T think so, 

Q . — Ts there no indication that their husini.*^s has fallen gradually.^ 

No. 

Q . — Am T to take it that in the 10 per cent rate — on wFiich you calculate — 
thev jirovide for for had debts and los.ses due to insolvency of llic parties? 

A .—Yes. 



* For written evidence vide pp. 1170 — 1222, vol. ITT. 
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Q , — Do the dfocumentfi they produce show a reasonable rate of interest? 

A. — The^ generally produce accounts and do not produce documents. 
Occasionally w'e insist on their producing documents, where we find a need 
to see that. 

Q . — Have you any experience of these documents P Do you find that 
their pro-notes represent the true rate of intertsst they charge on loans p 

.1. — j have said in my report, paragraph 12, that there are cases in Avhich 
interest stipulated in pi-o-notes is .sometimes 36 per (*ent but if the parties 
pay the amourjts on the due date without forcing them to go to court, they 
are actually chaiged only 18 per cent. 

Mr. Thomas : is it in the case of small loans only or on large loans as 
well P 

.i. — In the Trich in()j)o]y district, 1 have seen a caso wliere as a matte!* 
<)l fact this piactice was adopted in the case oi loans l)etwt‘en Hs. 50f) to 
Ks. l,rKK). 

The Chairman : l)oc‘s the dwunient sIkjw the true principal lentP 

A . — The j)i’iueipal stated in the documents is correct. 

Q . — is it a fa(^t that tlicy take a promissory-note for Ds. 1.500 and actually 
give Rs. 1,000 onlyP 

A. — As far as i know, the Nattukottai Chettiyars do not do that kiinl 
of husiness. 1 have not c‘ome across any such rase up till now. 

(f ). — Would yon he surprised that there aie such cases? 

A . — So far, f have not seen any siieh ease. 

Q , — Do you <lispute the fact that ('hettis h('r(' ai'o (‘xorbitant in their 
rate of interest P 

A . — They are exorbitant. 

Q . — Yet you say that there is no prejudice against them. Is that sop 

4 — Yes, I find t]\at theie is no prejudice against them. 

Q . — Do you kno\>*’ any eases in whicli l)lank pio-notes ]iavi‘ been sigmal 
by parties? 

/I. —One of !ny officers savs that he came across such cas(\s. 

• 

Q . — You have said in yo^u’ memorandum that the i*ato of interest in tlio 
kandu system is vague. Can you explain to me liow it is vague P 

4 — Eiiglish Courts have held that the r;*te ol' intei*est is not undei*- 
stood by people even when it is excessive. 

Q . — You say that the Chettis are anxious to have an easy means of 
recovering theii* loans? And you also say that they realize only 10 per cent 
rate of interest. Do you think that there can be any real aiixioty foi* the 
realization of their oa[)ital, if tliey only demand 10 ]>ei* cent interest? 

A . — Tlie point is that in this l^residen(*y some more facilities have to be 
extended to them. Ten per cent is only the late I adopted for capitalising, 
i.e., for calculating the amount employed in money-lending business on the 
basis of i^rofits, 

Q. — What will happen if those facilities are given? 

A . — Tf you refer to Api)endix E, Pai*t \ on local money-lending it 
will ))e seen that the peiventage of net profit to the own capital is 5-7 per 
cent in one ease, in another 501 per cent and in a third 12-7 pen* cent. 
My 10 per cent rate was only a flat rate adopted for purposes of estimate. 
Chettis complain about the difficulties felt here in realizing their dues. Tho 
Chettis told me that, if in this Pmsidency facilities for recovery of loans 
were provided like those they liave in Singapore, Federated Malay States 
and other places, there would he an inducement for them to einp'oy more 
of their capital here and thus divert their husiness to this Presidency. 

Q . — Do you suggest that they should charge a higher rate of interest 
here.^ 

A. — T do not say that. 

Q. — Does it not naturally follow that they must charge a higher rate 
than what they are obtaining in Burma, Federated Malay States, etc., 
l>ecause they will never l>e tempted to divert their business unless they get 
a more profitable rate here? 

A. — My point is that if those facilities are extended, they would employ 
their capital for advancing loans on a larger .scale in this Presidency. 
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to put it plainly, is that they are not at all going tO 
divert their business iroin Burma to South India unless tiiey roaliase higher 
rates ol inteiest. Is that not so? Moreover, is it their view or is it your 
view that they would do so, if gi-eater faeilities are utforde<li^ 

.4. — It is their view. 

y. Then wliat is yoiir viewp 

4 — Whetlmr the C'hettis will divert their l)U.siness or not, which is a 
different matter, 1 du not see why provisions similar to the English Money- 
lender's Act should not Ik' introduced in this Presidency as in Federated 
Malay States, Ceylon ami otlier [>laces. 

Q . — Then what art' your suggestions in this matter? 

.4.— H ne introduct' an Act similar to the English Money-lender’s Act of 
1927 the interests of l>oth borrowers and creditors will be better jjrotected. 
According to that Act tlie money-lemlers will have to register themselves 
l)efore Coveinment officials. They should not chaige compound interest. 
A rate ol inleit'st highoi- than 48 [)er cent is prima facie excessive justi- 
fying interfeieiu-c" by courts and so on. X'iolation of same rules is much' 
penal. If such rules arc introduced here, I think they will gci a great tray 
towards impiovement of the j>robiem of money-lending in tiiis country. 

y. — Do yon think it is |)ossil)le to do so. Tlu'ie are many thing.s which 
are possible in England, Imt not in India. Do you think that if such a 
j)iec(' <jf legislation, if enfoicc'd in India, will wo? k ? Suppose \'on jirohihil 
any monc'y-h'iider from lending money on condition that they should not 
charge compound interest ot interest uIkivc 18 [le.r cent and all tliut, can 
you enlorcc that? 

.1 . — 1 think the Incomc'-tax Dc'partmcnt ccjuld sec* to registi'ation ol 
money-lenders like the ( 'omin issioner of Inland Itevenne in England. It will 
then l)c the business ol civil c-ourts to see that if any money-lender eharges 
a rate which is tonnd c'xccssivc' tbc'v do not give a decree for that amount. 

y.-~ llov v ill yon prove, if the whole' businc'ss is done in private'? 

.1. -1 find from cases coining before English c'onrts, that are reported in 
the joui nal Acnntu ta n f that such things are louncl out there. I think that 
the same procedure can be adoj)t<'d in India also. 

--(’an \<)u tell me why the money-lenders charge a higlier rate of 
interest on small loans to the agrieultniists ? 

.1. — 1 have said that in senne of these* loans the j'utes of intoJ’est vai’.v 
from 12 to 18 poi' cent. The sinali dehtor.s horjow under the kandu rate 
and I believe that the inteic'st comes to about .‘fO per c’cnt. Tlie higher rate 
is for tlie risk involved. I Ixave also .said in paragrajih 17 of my report 
that altei’ making allowance' for legal c'Xpen.ses, management ctharges, lo.sseN 
thi'ough clelault and throngli foicM-losurc', etc*., the net ivtnrn to the indigenous 
hankers on their capital will he only 8 to 9 per cent in Soutli India, 10 to 
12 i>er cent in (’ey Ion. 12 to 15 pc'i* cent in Burma and 15 to 18 per cent 
in Federated Malay States. 

y. 4’hat is to say in the* Federated Malay Stales they ueiually charge* 
a very much highc’r rate of interest than they aic* doing in India, is it not so? 

,4. -—Yes, I’heir late is roughly donhie or thric;e of what they charge 
here. 

Q , — Do YOU not think theix'fore thev undertake greater risks there? 
.4.— Yes.^ 

(?. -That means there i.s c-on.sidenihle amount of had debts, is it not? 

,1.- 4’here are had debts." 1’lie lending rate is very much higher than 
that in Madras and the facilities for rcc-overing arc also greater. 

Q . — Docs it not logically follow that neither would they reduce their 
rates in Madras, nor woufo *hey un necessarily undei'take lisks? 

A . — So far as rates of interest arc concerned, there arc various agencies 
like the co-operative .societies which can put a check on their giowing rate. 
As the Co-operative Department is expanding, tlie rates of interest in village.s 
are coming down. So the Chettiyars also would nec'essarily have to charge 
the same rate as co-operative societies. 

Q . — Are thei'e not cxi-operative societie.s in Burma? 

A . — The C‘ 0 -operative .societies in Burma appear to be in their initial 
stage^ and not to have deve1o|>ed to the extent of influencing the prevailing 
rates of interest among money-lenders in the rural parts of Buima. 
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Mr. 'Thoffta^ : Do you think that the Nattukottai Chottiw are haukei*^, 
in the ti ne aeii.se 

.1. — Yes. The Madras Higli Court have i*epeatedly held that they are 
hankers. The civil courts throuf:!:hout this Presidency have held the same 
view because they lend out not only their own <apital hut also borrowed 
■; ai)ital. 

'I'he coininoidy accci)ted tleliiiitiou ol a l>anker is one who takes 
deposits subject to witlidrawal by cheque. Only a tew of them take deposit 
from the jiublic, is it not soi^ 

.1 . — Yes. 

(^."“What arc the leasons tor tlie increasing mi^^ration ot these C'hettis 
trom India;-' Js it because ot the attractions lor business existing in other 
countries 

/!.“ I d(} not say that their business is growing more and inoie in othcj' 
parts but thc.ij- businc.ss has always been therts They have been trading 
m Calcutta trom al)out 100 years back. They went to Burma in 1852 or so 
on the heels ot the British Government. Long before that they have been 
conducting business operations in Ceylon and the F.M.S. from about a 
hundred years ago. 

Q . — Lately the\ havi' consideiably extended their Inisiness outside Jndia, 
don’t, you agree 

A . — ’Fhey Hud theii- business more lucrative there. 

(h- -5hju sa.v that they have withdraAvn their funds from India. What 
is its cause 

.1. — The cause ot it is that they hnd that the money invested abroad 
yields more pnifits tliaii it does in Southern Jndia. 

(,). — Are there no other cau.sesP 

.1.— That is the chief cause. 

V. — Is it po.ssible that the absence ot income-tax in ilie F.M.kS. and in 
ticylon is a cause 

A . — 1 <lo not think that income-tax matters much to them. What is really 
the cause is that the business in tho.se paits is found by tJiem to be more 
lucrative. 

(,1. — Indeed it may be the principal cause. But thei'e may be other 
contiibutory causes alsop 

.1 .—Yes.*^ 

f^.— What is the ec-onomic result of sucli an emigration of capital? 

.1. — In one sense this country will be depleted ot the capital wliicli ought 
to be employed here otherwise^ in that respect it is a loss. In another 
sense, it you regard him as a usurious money-lender, his absence from here 
will be beneficial to the people. 

Q . — But has not tlie Government the power to control usurious practices 
and make him serviceable to the community? 

.4.— Yes. 

Q . — Government losing income-tax is also a material consideration, is it 
not so? 

A. — In the United Kingdom, a rcvsident wherever he may trade^ has got 
to pay tax on all the income he gets from trade. Here in British India 
according to the Income-tax Act, section 4 (2), the foreign profits of the 
Chettis in businesses done ahioad is subjected to income-tax only if they 
be remitted into India. 

Q‘ This provision therefore enables tlie Indian trading abroad and 
keeping his money abroad to dodge the Indian Income-tax Authorities? 
And if that countiw has no income-tax tlie party is considerably benefited? 

A.— They find that their money is yielding’ more profits in other places 
than in Southern India, 

Q.—And in I'esult? 

.4. — We are leasing the tax that w'e would otherwise have got if all the 
money i-emained in India, barring the tax we levy on remittances of foreign 
business profits. 
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Q , — Vuu tipeak ot certain wiiidtalljs tiiat luMietitod the Cliciiivurfs a tVw 
jcaib ago. How iur have tUebc windlaliii bouclited the excheciuor oi tliiss 
country 't 

.4. — The j)rotiti5 derived l)y Llie Nuttukottui Chettiss iii ioreign Inisiuesbes 
il remitted to India are taxed. The rubber jirotits eame in onl,> alter 192d. 
In regard to the earlier appi-eeiation in value ol old shares about 15 years 
)>aek I do not know what took plaee. Increase in the iace value ol 
shares in companies is ordinarily regartietl as accretion to capital anil not 
as j)ro1its and we ( ould not tax it. When a man has got a share in a l)ank 
and ^^hen that share apj)reeiates in value we eannot tax it unless he he 

one who makes it a husiness to trade in these shares. 

V- — Wimliall wealth is a speeially lavonred soinee of taxaluju in <dlici 
countries. Is it not soH 

.4.- — It may )»e hut not lUicixdions to the eapital whicli eainiot he taxed. 
They are net profits. 

Q . — I agree that only in times of .^Lress should indlall wealth !k‘ taxed. 
But tloes not ineome increase as a result of aecrtdion to capital. And should 
it not henelit the i'\clie(iuer ? 

.1. —There is a tine distinction hetweon o/' jnitjits aJid (icrrvtti^n 

rajtftdi. The inemne may he compaied to (In? fruits of a tioe, whereas 
accretion to capital I'onesponds to incixaisc' in size of the trunk of the tree. 
That is the com])arison that has been made in a Biivy (’ouneil ease in which 
they distinguish the accretion of capital from the profits in this manner. 

V. — But haiul in hand with the accretii>n to the size of the truidv, there 

A^jll he an increase in tlie fruits. And from such fruits, the State takes a 
portion Y 

.1.- Yes. 

V. — Now, in regard to legnlation in the fnf.me. wliich woidd you 
prelei* — a!l<)^^•ing tliem to rc'inain as tlioy uie. hut to work imdej' stidci- 
reguiajion regarding terms of liusiness, auditing, td-c., cn‘, would >-ou encourage 
thcjn to organize themselves into joint-stock hanlvs and wojk under tlie 
eom|)any law:' 

.1.— I think that cncouiageinen t must he gi\en for the formation oi joint- 
stock lianks ; and it seems to me also that the legislation should he introduced 
foj’ regi.stration of money-lenders. In C’eylon nioney-lendei’.s are being 
registered. 

Q . — It they foiin into joint-stock companies, they could enlist the sym])athy 
(jf other jK'ople l»y allow ing them to take .shares H 

A. — Y"es. 

(jh - And thereby w ill tliere not he u gieater ditliision ol capita! in the 
community 

A.— Yes, 

Q. — Y"ou know^ the iiidhis. Are they mutual henelit societies or commercial 
concerns ? 

A. — Many are of the latter category. We find that some of the mutual 
benefit societies in Triclii nopoly carry on the business of money-lending wdth 
non-shareholders; and we have taxed their income sinc;e under the guise ol 
mutual benefit tliey do money-lending husine.ss with outsiders. 

Q . — Jn regard to the reorganization of the ('hettis, do yon tliink the 
konuiKUKlit princijile will he .serviceable r* For, if the leading jiaitrier.s work 
on the unlimited liability basis, will not the public have greater confidence 
in the firiuP 

A. — I cannot say. The opinion was divided among them and most of 
them being cautious men would not expre.ss any definite opinion. 

Q. — You feel that the Cliijtti.s will he a valuable asset, if only they are 
properly organized and their business carefully regulated? 

A. — They could lie harnessed into service, suliject to proper safeguards. 
As money-lenders they are experts. 

Q. — Their business is done in a cautious and careful manner? 

A. —Yes. 

Q . — We must conserve and strengthen them rather than try to weaken 
them ? 

A,— Yes. 



Q. — J*» Uiijrct any ineatm oi giving a Mtiniuluh ior their eouihtniiig into 
larger unitM? 

A. It in ipfiOith while tiyuJg- 

other n<n<lii, <an we give an ine<*!»live tu Hinaller unith to eonihine 
thcinselvCK and lorin larger units and then to have hranches o|>ened?' 

.1 . It they form themselves into joint-stmk eiunpanios tiieii the effcsl 
will la* that they woiihl Ih' eharg<e<l at the rate of 1^ annas for every iujhh' 
of the <'<»mjain\ *s profit and each man who has got a divitlend warrant ciin 
elaini a reliind of meome-ta\ with referene<* to the rate afijnojiriate to the 
iii<‘Oiiie he aetually flerivtMl dining tin* y<*ar. 

Q. ffavt* IIh'N any s]a*(‘iti< suggestions to make? 

,1.1 asked stn (*ral of them ah(>nt that. They say that if eheaj) eapital 
ean he /daeed at tlieir disjHssal. that is eapital on which they would l>c 
charged lower rates of inierc‘st than that whieh the Imperial Bank <harges 
them, they will consider the matter. They are very careful jieople and they 
would not commit tliems(*I v(»h to any definite statement. 

'Dir Chui I nom : 'Diey eouhl get money at cheaper rates of interest? 

A. — / am not in favoiii- ol any sjit'eially favouralile treatment fieing 
accorded to them. 

Q . — Who is to gi\ e tlu'm ? 

d. — They say that the trust funds of the Govionmeut and the district 
lioartl III lids should l>e left with them at a iheajier rate of interest. They 
want to he the eustiHlians of sueli fuiitls when tliey are linked with the 
reserve bank. 

Q. — At w'liai rate can tliey l>oi row money now ? 

.1.- Tliey told me that tliey have to pay about 2 pej- cent alove tlio hank 
rate. I have given it in Ajipendix Ji of niy statement. 

Q . — If tliey take from private depositors wliat do they pay? 

.1. — The average nucla])j>u or eurrent rate at Madras came to (S*92 [ler 
cent ill the yeai* Viliava (1928-29). 

Q . — Hoiv do you arrive at that average.^ 

.1. — By taking the total ol the various monthly latos and then dividing 
it by 12. 

Q . — 'riiut cannot he tlie average; you must take the actual Inisiness done 
inuler (aieh rate and then the average sliould be taken. Tlie Impcuial Jiank 
is generally lending at a lower rate than the rate at whicli money can bo 
got elsewliere. Is that not so? 

A.— Yes. 

(jk — Lt has been suggested that soiiielHKiy should give them iiiuuey at a 
elieaper rate? 

.1 .—Yes. 

y. — How ean they jiay 9 jier cent, wdien somebody else iiays only lour 
per cent? 

.1. — That is lieeause ol the huge profits that tliey are alile to get in the 
Federated Malay States and other plaees. 

(,k — Is anybody going to lend them more money at a lower rate? 

A . — The point which one of them lirought to my notice was that the 
deposits with the Gov eminent which fetch only 4 per cent may lie deiiosite l 
with them when they are reorganized and linked with a central or reserve 
hank. 

Q . — Tlie eo-opei ative societies ean liorrow money in the open market at a 
lower rate than the Nattukottai Cliettis can because their credit is much 
higher. Do you think that the people will de])osit money for 4 or 5 per cent 
with the Nattukottai Chettis in prefeixuice to the co-operative societies? 

A, — No. 

Mr , Thotnaa : in regard to the nidliis what were the reasons that ^veighed 
with you in ehissifyiug them as cxnnuiercial institutions rather than as 
mutual benefit societies? 

A.— We, found that they w’ere not doing the business of the mutual benefit 
societies and so we could not give them the benefit of the exemption in 
accordance with the decision of the Madras High Court in the Mylapoi'e 
Hindu Permanent Fund case. There the fund was found to be lending only 
to members, whereas in the case of these nidhis the money is lent to out- 
eiders as well. 
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Q. — l>o you kiK)w if the Taujore nidhiH do 

.4. — I do not know. Hut there are five or iiidhis in Tcj^hinopoly. 

Q . — Are th<»v lendinjj: to uon-iueiniHM'sy 

I -Yes 

^ — They take deposit#; also from non-mem I >e rs ? 

.4 . — Yes. 

Q . — On that you have tuxinl their pixdUs? 

\ — Yes. The Madras Hi^jh ('nurt in the Tiielnnopoly-Tennore Fund 
ease have given the leasons why these should not he eousiderinl us mutual 
hc' n (‘ ti t K»K' i et i es , 

d//. Mffion : You say that the total asst'ts oi the Nattukottai 

Clu'tti.s is Its. GtJ eror<‘s. I wish to know how inueh ol it is their own lunds 
ami how mm h of it is trust funds? 

.1 . — 1 ;vfn sorry 1 c annot give* you the" infoi mat ion . Hut the' horrowt^l 
c apital ineludc's the trust funds ~\vith them. That (*oines to nearly 50 pc'r 
cent. 

Q . — So at least 50 pei* eent is trust funds? 

A . — I am afiaicl that cannot he taken as 50 pi'r eent. 

- Wliat T want to find out is that whc'n they want the iiinds of tlio 
loeal hmlies to ho given tliem at a low rate ot interest, ilie rate* of intc'rest 
at whieh they arc' holding trust monies which thc'.v have ah'c'ad'N’ with 
tliem P 

.1. lint many ol tliesc' trusts are not legally constituted trusts. T Icnow 
theic' arc' sc'veral erases wlu'i'C they utilize' the money foi‘ some eharital>l(» 
purpose's hut they arc' not h'gal ttaists. 

Q. n they gc't the'sc' funds Irom the loeal hodios are you s\ir(' that they 
will lend out tor the' benefit ot tht‘ people at large* at a rate' e-lu'aper than what 
tluiv are charging now? 

A . — Tlu'v said that then tlu'y would do so. 

(>.“Hut liave the'\ done so in regard to the' trust funds whieh are already 
in their possession? 

.1. — Hut thc'sc' funds aie as good as theii* own private propeity. 

Q . — Then you maintain tliat the reason foi- the How of capital to the 
kV'dei'ated Malay States, llnrma, Ceylon and otlier places is lu'cansc* thc'v 
could find a hettei- rate of interest? 

A .—Yes. 

— You also said tliey would hiung hack their money to India if 
they could get hotter financial facilities from Cove'inmont, say money at a 
very cheap rate of intc'rc'st. Is that not so? 

-4. — Yes. TIh'v also said that if more facilitic's were' ofrc'ied loi- recovering 
theii- dues from tlieir debtors similar to those givc'n to them in the Federated 
Malay States there would Ik' inducement for thc'm fc* do money-lending 
business in India on a lai-ge scale. 

Then can you say whether they would organize themselves as hankeis 
under a registration board ? 

A . — 1 asked them whether tliey would form themselves into joint-stock 
companies. They aie cautious anct gave only a half-hearted reply. 

Q. — Can you suggest as to the way of linking up the indigenous hanker 
to the c'entral money market or with tlie reserve hank. They say that 
they want hotter facilities. Do you not think that tliere should he a hettc'r 
organization in order to link the indigenous hankers ivith the central 
money market ? 

A. — The only way seems to he, even if they do not form themselves in 
to joint-stock companies, tliey should be asked to register tlieinsedves as 
money-lenders and thereby Government can secure control over them and 
in that manner bring them into closer toueli with the methods they wish 
established. 

Q — What guarantee is there that if they afforded the facilities that 
they w^ant they would bring hack their money into India? Everything 
depends on the question of supply and demand and the money flows into 
that place where there is a demand for it and better rates of interest are 
offered. Is that not so? • r • • i 

4.— As it is, T do not think* that they will bring back their foreign enpital 
into India. 
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Q , — You knou that in England, America and other f*ountrie« the rates of 
intet*eHt are much cheafier than in India and therefore their capital c<une« to 
India where la tter raU^ of intert^st fan bt* earnefl. In the aame way as the 
money of the Xatiiikottai ('hetti>i flows from India to other eonntrif^ where 
bettor rates of interest art* fiffere<l. dfi yon not think that money from the 
pla<*es where the rates of interf^st are mneh lower than they are in India 
will flow into India?" 

A. - } earinot say. 

“ What is hapfHOiing now?' Do yon not find external capital is ef>ming 
into this (ountn 

A. Yes. 

And that has heon tor the improvement of the ef)nntrv. Do yon 

admit that? 

A Yes 

f^. Ihj yon not think that for the benefit of t)»e Indian money-market 
^ and Imlia as a whoh' we sfioidd link tin* Indian inoney-rnarkot with the 
monev-niarkets of the w'orld P 

.'1 . I think s<i. 

Q.~ If >on put restrictions on a paiticnlar class of monev-lenders and 
favour another (lass of money-lfoiflers will that work tor the henefit of the 
count r\ as a wholep 

.1. f ha\’e not adv(K at(‘d the ini|M»sin" of any rest rifd ions on any parti- 
( idar clas.s of fieople. 

Yon do not think that th(‘s(* (Ma>|>ic ai(‘ using much of tlnnr money 
in trade? 

.1. 'they ar<‘ chi<‘fl\ mone> -lenders. Some of tlnun also 1rad(‘, 

Yon do not think that those who ntdizc tlnni own ca]ntal as hankers 
and who also ntilir.4* tliat mom'v for purchase ain] sah* of goods and thus 
tnaking nrofit can Im> cla'^sifiiyl as hanlon-s. Do von!-* 

.' 1 . \o 

fA - So liaiiking must la* pnia' and sjinpk' hanking? 

A. Yes. 

0. Hanking and trading should not he imxfsl together? 

A. Vo, tlu'V slionid not he mi\<Ml togf'tlu'r. 

Thr ( 'Im i niHiff ‘ This katidn sN stfun is prevailing among small clas.ses of 
( ’h«‘t t is ? 

A . Yes. 

0. It is riot met w ith in l>ig (’hetti firiiis?-^ 

A . Xo. 

Mr Th (ttiKis : 'l'h<M(‘ are als«» other ( hms(‘s nf monov-lcndoi tliat giv(' 

imnvi'v .on tlu' kandn system:' 

1, Ah"', hut the original (lass of immev-lmuhn s who introdnc(Ml this in 
tlu'se jiarts is tin' Xattnkottai (’hcltis. 

}fr. (,'ofHtIo Meunu : 'I'ln'N ar<‘ hankers from linn's imnn'inorial and lliey 

know lianlving hotli as a scii'iuM* and an art. 'rin'\ arc an adventurous 

class ot oeoph' and in'cd ('vi'rv encon rag(*nn'iit . 

1. Yes 

,1//. Th(nn4fS : Yon spok(' of (('itam (’In lti films having faded sonn> time 
ago. ('an yon gi^<• tin' ((‘asons!-" 

4 I'lu' la'ason for tin' faiinrf' of tin' (’alintta Hrins was. f w.,s told, 
that nnnu'A- got lorkt'd nt> in agrienllnral «"t.Mtc-. \s tin' assigs umc not 
fluid enough tln'v wa'n' nof aldi' to nu'f't tin' d(‘m.ands suddenly made This 
was thf' main cnus<'. 

0. There was no sfieenlation ? 

.i.- Then^ was no spofidat i<»n. Monev was not kept in a lifjuid f<«rm. 

that was all. 

O. AIone\ was lo<*ked up in land? 

1 Yes. 

0. And probably that deproeiat-efl ? 

1. No. Money was not immediatelv availahh* to meet the rush 

0. Did not any of their brother hankeiN come to tlndr resene? 

A.— At that partieular time .some eight of tliern colla|>sed together. 
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Q . — Are tlier« many Nattukoitai C5iettis who lock up their moiiev 
lanrf? 

A. — They will not ordinarily do so. They ha^’e* rubber estates in Malaya 
and tea estates in Ceylon, but the moment they get good prices they tell 
them. If you refer to the rules and regulations ot the conimunity in 
Appendix F it it laid down specifically that they should not engage them- 
selves in agriculture. • 

The Chairman : Which was the firm that recently failed P 

A . — The T.S. Firm. There I wa.s infonned that the s'cre equal 

to the liabilities, but they were not liquid. They had extensive landed 
properties. 

Mr, CoitaUi Mrnon : Four years i^o the A.R.A.U.S.M. Firm failed? 

A. — Yes, they ran a textile mill at ^oolai on very luilniRinoH^like lines. 

(The witness then withdrew.') 
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Oral evidence. 

The Chalrmnn : You arc* the Depiitv Repcislrar heroP 

/I .--Yes. 

Q . — VVliat is the resiilt of the co-operative societies here? Has it produced 
any result that you can seep 

4 — ir, several placK^s it has hroujjht down the general rate of interest. 

Q. — C'an you give us a»)ything more definite than thatP (’an you give 
us actual figures P 

.1.— No. 

n — What is the jirevailing rate nowp 

A. — Ih it in pltt('es where there are co-operative sorueties or where 11101*0 
aix^ no eo-oi>erative societies P 

Q. — I.s there any differenc't' in the nites where there are co-operative 
societic^s and where there are no co-operative societies p 

A. — In plact's wliere there are no co-operative societies the rate of interest 
is 18 per cent and where theix' are stxieties it is 12 jier crent. 

y — Any idea what the rates were l/> year.s agoP 

A . — For pei*sons with gfKwl cixxlit it was 12 i>er cent, otherwise it W'as 
much higher. 

Q , — You say the rates have cxiino dow^i. How* much have they come down P 
What is the extent of itP 

.1 . — Now'hert* is it more than 12 jh*!* wnt even to pei-sons to whom co- 
o[>erative soc ieties will not lend. They are all nhle to get loans at 12 per 
cent. In some place's it is less than that hut nowhere more than 12 rH»r 
cent. 

O. — What w’as the rate of interest previously? 

.4. — It was more than 12 i>er e'en!. 

Q . — How much more? 

A . — T eannot say definitely. 

Q . — the Natiukottai C’hettis lending at very much higher ratesP At 
18 to 80 i>er cent interest P 

A. — I know' of pla<*es where these Chettis have closed their husineaiwa 
w^here co-operative societies have been establLshed*, 

-That is a very good thing? 

t.— Yes. 

Q. — Y'ou have got one fairly big urban bank here in Madura. Wbat is 
it doing? I/endiug maney? 

A. — Yen. 
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“Wbo to?* 

-It m lending inimey chiefly to iW pioie^biouut 

Q . — It doe« not include GovemuieiH t>ervuuti>i' 

.1. — It iuciudeti Government Bcrvants. 

Q - — They have got their own society? 

A . — Some ot ilie urluni banks prefer tlioiu. 

(J . — They arc lending to small tradesmen? 

A. — Not to a large extent. 

^-Why? 

1. — The tradesBineii have l>c*en keeping lu Uieir old gnmvc utul they huvo 
not been drawn to this. 

Why is that? Cu!\ you give us any i%ne>on ? May 1 suggt>st that it 
is in the hands of the {irolc^ional classes and they do not oncouinige othoi's 
to coni© into it? 

A, — Yes, it is so. 

. — It is not of very much use in hiiuining trade, 1 mean ivtail trade? 

. — No, 

— At present the small sliop-ket»iK'r is getting a good tleul of loans from 
the Chettis? 

A. — Yes, they do. 

Q . — And from Multanis? 

A . — Yes. 

Q , — You know the kundu system? 

A. — Yes, [ know it. 

Q . — Is it common? 

.1 "Ye^, among traders. 

Q , — The c‘i>-oj>erutive bank (ould fiuauce siu b buHiiuvSh? 

A. — It could, 

Q . — It does not? 

A. — No. At present in places where the directoi^ are drawn from among 
bubinos.smen it is more impulur among traders. 

Q . — Is there any idea that it will not 1 k> on co-operative basis? Thero 
is no opposition to it on that ground? 

A. —No. 

Q .' — You have any jiros|>ects of co-operative societies lading of any nso 
for that purjxise? 

A. — Yc*s, it IS gradually drawing truders in. ^ 

Q . — Would it not l>e advantugcHuis for those traders to form a society 
to finuiK'© themselves? 

A. — Yes, they can form a Hopariite society. 

Q . — Is the ordinary urban bank cupalde of conducting such business? 

A. — The traders can get into the management. 

Q . — Wliy do they not liav© a separate society as in Tli ukkoyilur P 
A. — The.i-e may Ik? i*oiiip©tition among the two hanks to draw‘ in deposit! 
and the rate of interest may go up. 

-^Will they get enough? 

-The depositing puluic have entire confulenc© in co-ojHfiativ© societies 
and they pi*eler ct>-o|>erative societies even at lower rates of interest. If thero 
are two societies in one and the same place the deposits are attracted more 
towards the later society. Having one hunk will Ihj more iKoiiomical. 

Q , — The cardamom planters; their produce c-omes to Madura. Is that 
not ao? 

A . — Yes, 

Q , — What is haopening about that? That is tinauced by whom at present? 
A. — By the traders oi Bombay. 

O, — They advance money? 

A. — I'es, 

Who to? 

-To the planter!. 


t 



?. — Directi' 

I- — No, not dimrt. They hnre ilieir bare. 

(J . — Wliat do tiHjy advance forK 
A . — For cultivation expeuaen. 

O. — That ia for clearing the gartkma after tbe uionimiM ? 

i— Ye«. 


Q^ 
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-On the Hocurity of? 

"They undertake to Mdl them the produce. 

-Is tiiat the only hnantt) they obtain at prei»eut? 

-There are (' 0 -<>|>enitive at prcaenl estabHahad. 

O . — They have not got a liuiitod liability company of their own? 

A. — Yc^, they have. 

f . — Ih it not doing anything? 

—It is purchasing produce. 

0 , — Is it not lending any money? 

A , — They do, by way of advances. 

J . — And the co-opc’rutive hocieties? 

— They lend to the rnenilH»rs. One so<'iety at Bodinayakkanur tuclb the 
produce of the nieinliers. 


f. 
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— How uianv societies are there? 

—Five. 

-■ 'Arc they doing unytliing? 

— They are doing .something. 

- — Any idea as to the extent of their business? 

— They do ulmut a lakh of rupees busincHs a year, some more than 


that. 

S — 'riiese (uitlamom plaiiteis^, whexse estates are actiiaily in Travancore, 
te past they were given loan.s hy the cardamom merchants who advanc'ixl 
to them imniey and took over the prodiit'c. They were aatiidied with what 
ever price was offeml. A series of t'o-o|>er»tive socieitcfi were opened, five 
in numhei which wore intendcHl to take over the prodace and arrange for 
ita sale and tliey uLso gave advances to the producers on the security ol 
the [irodncc, (’orrcit me if I am wrong? 

.1. — Sometimes personal security was also taken for advances made ficfore 
the produce was sold. 

Q . — These estates, all of them were on the other side of the l>order hut 
their iiiaf4ets were in British territory? 

.1, — The first group of markets w^ere at Kombay, Bodinayakkanur and 
Thevaram. Some of the produce caiue to Madura akio. They used to t>e 
stored in the godowns here and the Imperial Hank advanced monev on that 
to the extent of Hs, 5 lakhs to R», 6 lakhs. Then tbei*e were the bigger 
markets at TuiicH>rin and Calkut. These c*o-op€rative societies were formed 
and they did a little bit of business and then the more pi'omineut among 
those mcmliers of the co-oi>ertttive wx-ieties formed a limited liability c'Oix^^ny 
which was formed for the purjKwe of buying up the produce. Thet# Idea 
was to go even further, to cxirner the whole cardamoin market. They bllah- 
lished some branches and sale depots in northern India. 


Q , — Those cut'duiiioni estates, what is the avoragu extent of each? 

A.— They vary from 5 acres to 500 acres. There is one Mr, Subbajy^o 
who owns an eetate of 1,000 acres. He is the most prommeut of them. 

O. — So the highest is 1,(XK) and the smallest 5 acres? 

A.— Yes. 

O , — What alK)Ut these co-oi>erative societies? 

ii. — The main grievaiic'e of the merchants against those cox>peratiTe 
societies is tliat the merchants wanted 15 days* cr^it which was net given 
hgr thm societies. 

J . — What did the Imperial Bank do? 

[. — They advance money on the produce lodfiAd up iu godowns. 

Q . — Am I right in saying that these were released bit by bit? 

A, — Yes. But the planters found it difficult to bring it te Madwra because 
the Imperial Bank wanted them to bring it to MadUira. They found it 
better to ship it direct to Bombay. 
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Q . — Are ibere godowiis in Mudumi^ 

A Yc«>, 

Q. — i« the jdfiit^iock eoiupMoy cioitig uny buMitK*iit»» ? 

A . — They did not do very much year. They purchased a large quail* 
iity but found theiiufielvea unable to tieli it. They opened depots in Northern 
India but found tbeiiihelves unable to compete suc^'essfully with the local 
iradei's there aho had more of local knoirledge. S^»me people who had 
ioined the c'ompany now arc eager to come hack to the co-operative aociety. 

Q . — The co-o|>eraiivc Mji'ieties are lending for a number of different pur- 
poses. Are they lending much on pixKluc'C'P 

A . — Not to a ver 3 ' large extent. 


O. — Is it developing at all? 

S. — It is developing. 

Ip- — Quiekly ? 

.4, — Yes. especially in (inniueicial prtKlut**, like cotton. 

). — You have got a big cotton sale stH’ietv at KoilpaitiP 
1.— Yes. 

O. What IS tin* cxUmi oi its hiisincss? 

.4 .— Rs. 2 lakhs a year. 


Q . — Is it the ryots’ cotton or the niercliants' c<*tton? 

.1. — In a lew cases the ryots buy their neighbour’s cotton aUo. 


V.—Whnt is tiu* result? Hjino th<' ryots lM»ii<‘hle<i ? 

.4. — Yes, a large nuinl»cr ol tliein have* IwuiefittKl. 

Q . — Have you any itlea as to the extent of the Inmefit ? 

*1. — The exporting tirms prefer to get their cotton from the eo-opiuativo 
hate society and they find a more ready sale than the other cotton. They 
find no adulteration in the cotton inarketcHl by that hwioty. 

(> — Sure al>out that? 

A. — Yes, that is the general ojiiiiion among the exporting firum. But 
some firms want also inferior cotton. 


Q . — For ailulU^ratioii purposes? 

A. — Yes. The adulteration goes on in the spinning mill». 

— What alKUit the ordinary vilhigt* Mx iidy? Is it lending on 
A . — A lew. 


V Is there any indication that it is increasing? 

A , — It ia increasing. 

(J , — What are tliey lending fur? 

.4. — For their agricultural exj>eusc». or lor payment of kist, or to keep 
their family going l>elorc they .sold the produce. 

Q , — These are short-term limns? 

A— Yes. 

O.^L* tlie short-term loan increasing? 

« 1 

it genuine .short-term business? 


Q - — Can you say to wdiat extent soch'iies are lending for a purpow; while 
the money is used for some other puriKises? 

A . — I cannot aay. 

— What is the result of this lending at lower rates of iuteruat? la the 
ryot l>etter off or is he more in debts? 

A. — There are mstaiices of both. 

Q . — What is your general impression aliout it? 

A. — Improvident ryots are getting more into debts because they get 
cheaper money, but the prudent men are benefited. 


0 , — Are there luaoy such? 

A A considerable number, 

O . — ^What about the money-letulerii? 

A, — ^Money-hmdera in the viLla^ having co-operative soeieiiaa have oeaaed 
to make money. Some of them Mve |oined the society and have depeaiied 
their money in the co-operative aocietiee. They have giot into the managiiiaettt 
also. 
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Q . — 111 fiosiio caMto I KUptMibe are uaed to realijie Uieir a«ru dvm? 

A , — There are a few huch caam, 

Q , — What about the other claati, the i^iiiali artiaaub aud the wearers F Are 
they getting any benefit F 

^ A. — PriicrtieaUy the weavers are not getting any lieneht. They aie not 
^hie to hhd a for their produce. ^ 

The VhaWfnaH : Is there any sign of the ordinary’ villager taking an 
interest in the cf>-operative societies F 

A. — Yo4i. More and nioi*e people evince interest in the working of the 

so<*ictie>i. 

Q . — Is that at present veo' iiiuchF 

A. — 'i'here is a great deal of iinprovoment. 

Q . — When do tlie nioinlx^rs of the society ineety ^ 

A , — in most cases it is once a year. Tliore is a soi;iety at Diiidigul 
meets once a fortnight. 

Q, — There was a conference F 
A. — Yes, last Ottol>er. 

Q . — What is the result of thutF 

A . — Societies are l>eiiig cncourageil. liy-Iuas have la>en amended. 

Q . — lb there much opposition in the villages F 
A . — No opposition. 

Q, — Are there overduesF 
.1. — They are on the increase. 

(j — Why ? They were down last veurF 
A.—Yc^. 


0 . — But what about the present F 
il. — They are going down. 

What is th<' cause F 
A . — More efiicient supervision. 

<;^.~-ByF 

.4,--Orticialb. 

ilfr. (hijHjia Mcnon : Not 1)V the directors F 
/I .--No. 


O . — Wliy notF I'lie direcUu's are. responsible for the management? 

.1, — They have to depend on the ineinbers who elect them. The directors 
are eloctotl hy the shareholders at the general meeting and these sharo- 
holdei’s are those who are in arrears. 

The : Non-ohiciul supervision, has it impix>vodF 

4 — There is slight improvement. Some thi-ee months ago I organized 
a society in Tuticorin on the (s^mdition that each member should pay for the 
recurring <U*po.sit. In that way they have great advantage for themselves 
by way of savings and the oveixlues will l>e watched by the members. Some 
four years ago also I started one such society and 1 hoar that it is working 
very successfully. 

Q . — What about i>ersonal savings in the village? Are there many deposits 
in your di.stricts in the village societies? 

A , — Not in the village societic^s. 

Q . — Was not the cj nest ion raised some time ago foi encouraging savings 
deposits F 

A.— Yes. 


Q , — Any result? 

.4. — It is only done in urban societicjs. In Tinuevelly there are no 
societies taking dei>osits. 

J ,' — But there are a large uumber of chit funds in Tiiinevelly? 

. — Yes; there are. 

Q . — In these cliit funds the memlnjis are sul>bcribing every mouth? 

— They subscrilie only once in six months. 

Q . — If thej" can subscribe to them, why not they subscribe to the co- 
operative soeietiee? Has not that idea lieen put into them? The village 
societies have provision in their bydaws for running chit funds. You know 
of ai^ one single instance where it has been done? 

A. — ^The by-laws provide for monthly subscription* 
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0. — ^Yott know of any singlo ca^ in which it in done? 

1 . — In the urhan areas ^ere are. In Palamcottab m the urban banli 
Ihey have a number of chitv. In Oindigul also there are, but not in villaQO 
societies. 

" Q. — You have nuicfi experience of these chit funds? 

Yes, 

^.-wdFleve you any idea m to how many chit funds there are in the^ 
Tinnevelly district ? 

A . — I cannot say, but it will be more than a thousand* 

J . — Is there moi'c than one chit in the village? 

.--Yes. 

Q . — Do many poor people run chits in kind? 

— At one time there was, but now it is getting out of fashion. 

Q . — Bniall chits of eight annas and so forth, is it a weekly chit or 

; Monthly ? 

A. — Monthly. 

Q . — 1 8upi>ose there are a goa<l iuiml>er of them? 

A. — Yes; there are. 

Q . — The bigger ones, what null be their amount? 

. 4 . — The bigger ones a*ill l>e about Rs. 50 to Rs. 100 every six months. 

<?.— What is the price and how many yeni*s? 

. 4 . — Twenty instalments and ten years. 

<?.~-“What is the coininonest form, the priae chit or the auction chit? 

A . — Auction chits arc 11101*0 common than priae chits. 

Q . — Chit funds, the hulk of them is on monthly snhsi ription P 
. 4 .— Yes. 

Q . — Is there chits of ten rup<»es monthly? 

A. — Ver>’ few. If it Iw^ monthly the amount will he n rnpee or two. 

Q . — Are there not many of those? 

. 4 . — There are. It is confined to wage earners. 

Q . — That is what I want to know. Can you give us an idea of the 
meml>ers of these? 

4 — At least o.fKKI. The average anu>unt will Ik* alKint Rs 20 to R». 25 
each. 

Q . — And the bigger ones^ 

. 4 . — About a thousand. 

Q. — Have you not got prize chits? 

4 — There are two kinds of priiee chiis. But it is not so popular. 

Wliy? 

. 4 . — It was more popular hut now it has gone out of use in the Tinnevelly 
district, 

<?. — Now. are these chit funds on the increase? 

A.— The bigger ones are not on the increase. 

Q , — Wliy do they run those chit funds? 

A . — Tt is generallv liecause perwins whom thev went to oblige go round 
and ask for a chit being run. The man runs in liis own interest every 
time. 

— Cannot he get those funds in any other way? 

A . — No one may like to pay him Rs. 1,000. He may re<mire to atari a 
business Rs. 1 . 000 . Instead of iKirrow’ing it from one person, he gets the 
money* from 20 persons. Others get the money in trim. 


1 


,^Are there many abuses.*^ 
'Not in the big ones. 


Q . — How is it that they often come into court? 

A . — Those who go to the court may be 5 or 6 per cent or even lees than 
that. After all 5 to 6 per cent is not a big proportion. 

9 .— Do you know whether chits and nidhis do anything that could not 
be done by the ordinary bank or by tbe co-operotire societies? 

A. — Subscribers .to these are always from a single village. They 

do not eeme from other neighbouring villages. 
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Q. — Where do they coma frpinf Hiay could put thair monie» in a co> 
operatiVa aociety and earn more profit? 

A . — the membership in the co-operative hocwty will only for those 
residing in that part of the village. But everyhody is eagcS^ in the Tillage 
to join the chit. ^ 

Q , — ^Why not he get money from the co-operative societies or from nkUuF 
is more obliging to him than tlioee people? 
ii.—The field is more limited. 


Q . — Wliy not from the Multani. Marwari or CbeitiP 

A. — 54ome i>eopie who join the cnit do not do it voluntarily w'ith the idea 
of saving it but to bid for the amount. Others consider it as a aonroe fif 
investment, a form of saving. 


Q , — Why join the chit? Why not put the money in co-operative^ 
as deposit? ^ 

- A. — Yes; they can do so. Here they are compelled to put their 
every six months. 


0 . — Is it fjonvonient for payment ei^ery six m(»nih.s? 

>1.— Big rvotn pay when they sell the produce. There are places where 
people got two crops. 


. -Kven then it is only very' few people? 

. — It is only such people that will join the chit. 


Q — How can they get an advantage from the chit fund? Co-operative 
societies are tH|iially safe. They can put funds in savings deposits or roenr- 
ring deposits whenever they get funds. 

4 .—Yes. 

Q . — They can get loans at a lower rate of interest on more favourable^' 
tenns ? 

4, — Yes. Such people who rrspiii'e loans can borrow from the co-oi>erative 
fiocieties. Hut the people who gt> to the chits do .so l)e<auw* they get their 
inconu> every six months and someone is going aj)d asking them to join 
the chit. 


Mr. Thomas : Ai'C there foiisidfunble overdoes in the (t>-o|)erative societies 
in your division? 

4.— Yes. 


Q .- — Has it been on the increase? 

4. — Tt was on the increase but now it is going down. 

MP- — liOng-term loans were given. For what periods? 

4. — That kiml of loan is for eight to ten yi'ars. It was common, but 
not now. 


Q . — Does any co-operative bank over here discount bills of exchange? 

4. ~Now' only the \irbaji banks are doing that. It is only for custoinerfi. 

Q . — Did you say that the shop-keepers have not much incentive to join 
the co-operative so<’iotie.s? 

4.— Yes. 


Q . — Is it l>ecau.se they aie indifferent or because the professional people 
are not sympathetic towards them? 

4.— Tliey find it more difficult. The profc^Hsional people are not IH touch 
with them. They are able to assess their nedit very rarely. They have got 
produce in tlieir gwlowns. * ^ 


Q, — How’ w^ould you ntake co-o|M?rative twxieties more sein* iceablo to ^he 
ahop-keepers in the tow'n? 

4. — They sliould get into touch with the members and they should hal% 
their ow'n men in the directorate so that those w'ho arc dit'ecioi's from amoiig 
themselves may l>e able to give the ne<x*ssary information to the ojth^" 
directors. 

J . — What stands in the way now? ""IS if' 

. — There is the Chamber of Commei’ce. Those people want more heavy 
loans which the cooperative societies cannot afford to give. They want 
generally twenty to nftv thousand rupees. But in the case of small shop- 
keepers they may be helped from the co-operative societies. 


'.—They are not coming? 

— ^They are gradually oeing drawn in. 

(The witnees then withdren^ 
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' I^day, 81st Janotry 1930. 
M^ITBA 

r it E 8 K N T : 

Mr. H. M. Hood, l.C.S. (Chainnan), 

P. J. Thomas, m.a., ii.utt., ph.u. 

Gopala Mknon, 

^han liiihadiu V. liAMhu:u Siltan Makicaiii S^hih lialuidur. 


UJSLRy. A. R VENKATASWAMI NATUBU Avargal, 
Merchant and Agent, Poet Box No. 51, Madura. 


Oral evidence. • 

3/r. Thoma.t : 1 know* the Inisiiiess you are lup 

.4.-^1 am (loinj^ no h\isiness myself. I am only a (‘onini ission n^;ent and 
purchase poods on indent terms lot anounl of my elients. 

Q . — Have \ ou liad any (‘\|><u ienee of mon(‘y-!eiulei”v P 

.4. — I have wry little e\[)c‘nenee ahoiit them. 

Q , — Do you know how proundnut is l)rouphl to Madina market and ho\v 
they are sold 'f 

.4.— I do not know much ulM>ut the pr<»iiiidnnt Imsmess in Madura. 1 
have not done husiness in Madura in this limv I only know how they uro 
t‘Xporte,<l in ('uddalore and ('hinpleptit . 

Q . — Do you know how the Knplish fiinis pet tlu-ir produce?^ 

A.- I'lie ryots sell their proniidnut to the midtllemen (iist wlio afim'wards 

oithei’ s(‘ll them to the European houses oi* dns‘(tl> export thc'in to toreipn 
countries. Sometimes the Knropisin tiinis ai>point eommissmn apmits nr 
open their ()wn apem ies for the purehase of proumlnuts flinatly Irom ti|ie 
lyots tiieinsolves. 

Q . — Wdio are tlio michllomen Aie they eoinmisKion apents? 

A. — Yes. Sonu* middhumm also hiiy for their own aiconnt. 

Q . — What is the relation between tliese middlemen and tlie ryots!-' Do tlie 
ryots take advance fi'om the m iddlemen r' 

A. — Sometime-, they tal^e advances luit it is not <onmnm. Hc‘(ause. if 
th(*v take advanec-s the produce- must In* sold to them only, wlnle t fiey can 
sell tlunr firoduce to any other mc-n. il they do not take any advance', and 
tliii.s effect more [irofit if the priicvs are lavontrahlc at flu* time of elfcatinp 
sale.s. 

Q,^And what is the' relation hetwe<*n the Tiiiddlemen ami c'xportinp firmn? 

/4. — The rniddlenmn is one who scdls to the hu\ inp houses or to the 
iHiipperll the poods which In* purehasi'd op- ics-eived as ccnisppnmenf s for' sale, 
from the ryots. I'he exfxutinp firrips arc* those who ship tin* poods to the 
fofeipii countries apainst orders from hnyers or loi- their- own acecuint or 
lor the acc-ount of the dealers on this vide. 7'hc’ lyots iu*e tin* aprieulturists 
||J)o sell thc' poods to tin* middlemen or to the Imyinp apernies or sufi- 
iBIlfencies of the export i up firm.s. 

do the ryots take their produce to the inaiketsP Who is trans- 
tJie firm and in w )mt way does the whole prod tre e rc-ac h the 

port r ^ 

A . — Tlie ryots fii-st of all sell their produf-f* to the eornmission apenis and/or 
the buying ageucie?; who purcha-se for the European firm.s, .Hornet irnen, 
as I have already said, the cornrni.ssion agents purcliase directly for foreign 
companies, hy making some arrangement.s with them. They forw-ard the 
goods by cart or by rail to the port. 




For wvitt«|;iy evidenexp vide pages 241 — 242, vol. If. 
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ftaid %hi^ the ry«% ge||,ii(^Wi<!i8 fipp ^ mUj^emtru 

terms? •. " •" ^ i. “ 

A . — I Yfeav« ne knowlcxlge of ft noiT. CABrtaiii 
cash 4maiipt delivery also. ^ ' 

Q . — Do you know what f^jmmisHion they a«norally charge, for p<irclba«ili|| 
the prixliice for the English firms? Have you done any such husinesiif 

d One jK‘r cent, f have J>een doing coniiniH.sion fiusint'ss in iron, "stdel 
nn<l other things tor rlealeis in Madras amt Madura only. I have personarly 
done no such bu-sinesH and 1 have no first-hand intormation. 

().--tiave you had any (K'caKion to study the dealings of Muiiatys and 
tile Nattukottai C’hettis? » 

A — I hav<* tioard of them, but have no diff'ct ex|M*!ien(^' witl| theiti. 

Q . — Do you know what in their rate of inter<*st? 

A . — I understand that it is }K*tween 9 to 12 per cent. 

(i>.~Do you know of the kundu system? 

A . — I have heard ot the kundu system, but I have no experienco of it. 

0.- Have you any knowledge of the Manjaputtur (’hetlis? 

A. — 1 have no idea. 

Q . — You bud b€H?n Secretary to the C’hambei* of CVuninerco? 

A . — Yes. 


(The witne-Hs then withdreiv.) 

The committcH* adjourned to inec‘t again at 11 a.m. on Sunday, the 2iKi 
February 1930, at Tuticorin. 



EftmdAy, 2 iid February 1930 . 
TTTTICOBIN. 

Prbsbnt: 

Mr. H. M. I ( .S. {( hairnutn). 

Mr. P, J. ThOMAH, M.A., U.UTT., FH.n. 

Mr. C'. (ioi’ALA Mk.son, m.l.c. 

Khan Bahadur V. Hamked Si ltan Maiucaih S.vhib Bahadur. 


MJl.Ry. A. R, A. S. DORAISWAMI NADAR, Banker and Timber 
Merchant, Tuticorin, and Representative from the Indian 
Chamber of Commeroe 


Oral evidence. 

Jhr f'liantuun : You uti' a iuoinlH*r ol tho Indian C'hnin^MT of Conuuort^^P 
.1 . — Yes. 

- What is yoni own Inisinossr 

. 1 . — 1 am a lotal haiikor and timhor nundiunt of tho plutt*. 

Q . — Whoro do y(7u the timhor from 

import it from 31ula)>ar, Hiinj4o<»n and otlK*r plaros und bell it 

I lore. 


((h — How do you pay for il 

.1. - By moans of niindis, oioHjiies. «?lo. 

y. -Have you got luanolioh thoro, or tlo you work through ('OiiiiMib.sion 
agents > 

' .1 . — W'o w(»tk through oommi.ssioii agents. 

Q . — Thev puioliase it Kh uIK and despateh it to vou P 
.1.— Yes; 


O . — On w hat tei-ms do you hoi row P I.s it for < lish or on i>r<»missory notoP 
. 1 . — rile eommis-sion agents [uinhaM^ lor oasii and M.-nd the tind^er to me. 
On delivery oi tlie tiiulH r W(‘ pay eanh. 

(J . — How long does it take for tfie tind»er to iea< }i you P 
. I . — Alaiut a w tH‘k. As soon as it i.s landed hen*, 1 pay thi* amount. 

O . — Does your timl>er eome direct from UangiHin to YutieorinP 
.4.-*^Yes, tin* timl)i*r comes direct to Tntieoi iri Imt tlie dricuments are sent 
to our Madras .igeiits who make ]>ayments against tiiem und send tiiem again 
to iis on re<idj>t of our payment. 


(J , — How do you pay ? 

A , — I pay them through liundis at Mwlras. 

Q . — Do you buy hundis hereP f 

A . — 1 am mysedf a hanker and send my own hundi.s to merchant* at 
Madraa. 

Q . — Your hondis ate at sight onIvP 

A.- Yes. 


Q . — The goods ar(^ sent here and on the receijit of the hill of lading, you 
btraightawrav take delivery of the gooib, do you not? 

Ar-Ym: 

0 . — Where do you raise 3 ’^onr money? 

A . — 1 have my ow’n eapitaJ. 

O. — How do you *»ell the limber ? 

A. — I sell it locally in retail. 
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>. — Have yptt got ant wardaouset*. hero to store the yinberF 
1.— f hav 0 my on'n warehouse und take tlio timlwr to it and bell it aftoi^ 
wardfi in retail. ^ 

Q . — JDo you not raise any money on it? 

A. — No, 1 do not generally do m. 

^ You purchase timlKT Iroin Hangoon and sell it locally? Ca« yod 

"tell me how many times you would do Uiat ever>' year? 

A . — We are getting (“onsignineuits twiee a month for some months only 
in a >ear. We get nearly for 7 months in the year. 

Q . — Do you ever borrow for carr>*ing on your husincNS? 

\ — Generally 1 do not liorrow for Uie timlier busine^ts. 

"You run your liunk in (onjunction with the timber trade, do ycru not? 

yl.-“Yes. 1 have opened a separate department for banking business. 

y. Winch did you stsul first? 

d. — The timber bu.siness was started first. 

Q . — I take it that you found it nenes-sary to open a Ininking department 
to run your timber business. Is tliat not so? 

.1. — Not exactly so. 'rht*y are s<‘parate busiries.se.s. The timlK'r businefiS 
was started nearly .‘iO y<*ai«* ago and tlie banking liusiness only 12 years mgo. 

<j^-""What is the nature ol >()ur bunking business? Do you finane^i an 3 ’ 
particular trade? 

/I. -I give loans to ail local inerchaiiLs. 

(^. — Is it a fact tbat the banking business developed from your tiinl)er. 
btJsiness ? 

A. — Yes, 1 give a part of my c xees.s capital in banking busiues.s, as the 
whole ol my ciijntii! is not necessary for in>' timber buslne.^s. 

Q. — Do yo\i finance only retail mercliunts or wholesale merchants? 

\ — both H‘tail and N\ln)lesaie merchants and specially to the grain 
niei-chants in the locality imj»ort stock wbicli is in excv.ss of their capital and 
tq those peojde we lend, 

0. — On what security d»> you lend? 

^ A . — 1 lend on pro-notes and on current accounts, f do not demand pro- 

notes every time* on ic'gular customers, and inifioilant traders. 

Q . — Do tile grain merciiants to whom you lend import grain from outside 
or purc’hase their paddy locally? 

.1. — They import paddy and other grains from Rangoon, Karachi 
niui other places. 

G.~ 'rhey are con.>igned on doc'umc*nts against i)a\iuent? 

.l.—Yos: 




. — You huM* got to advanc-e money until they get the document? 
Yes. 


Q — yo,, insist on them putting the prcKlucx* in your godowii ? 

.4, — No. They take the produc'c to their own godowns. 

Q . — Do you loiiil on single signature prevnotes or do j’ou insist on joint 
pro-notes ? 

.1, — Only on single signature. 

0 . — Do you often get stunUnl? Have you ever any had debts? 

A. — Yes, when occasionali^* any merchant loses very much on goods he 
will he unable to pay me. 

Q , — Are they working with insiifticient capital? 

A.-- They Imve sutlic ient c apital of tlnur c»wn. Vet at times they punrha]^ 
over and al»ove tlicdr capital. During the season they do big business, and 
that is why they fail occasionally. 

Q — Is it a fuel that a number of these importing merchants are import- 
ing grains and getting advances from Icxal banks and baiikors, alt^ugh 
theyv nave verv small capital of their own? 

A,— ^lost clf the merchanU hero have only a limited amount of capital 
in cash, but a large amount of property, jewels, etc., and the banks here do not 
advumn' them money though tho^- have ]>ro}>erty. We know the value of 
their pro|>ertv and their standing and we advance them. In many cases w© 
do not lose. 
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^ 4 . * 

S . — Po you not con^sidcr it rather a pm>^riousM>UNiues«r 
. — No, *>cf<‘ansc wo know the patiin> of their huHinoas. \hoY nro doiitff 
real^ ssome pn>fituhl© bnj>nie?i^>, wo Wivtt-h over tlieir hufiinc^ e\ erv day and 
we do not often lose. 


± 


— Is there inueh proht in their importing business P 

— Yes, they often gain much in their business. ^ 

— Is it mostly paddy or riceP 

— Paddy, rice and other grains. Hut a gieater pari of ilieir hnsineaa 


Vice. 


Q . — What do you regaid as reusouahle [irofit i>er hagP 
.4. — Nearly 2 annas |mm‘ hag. 

Do you think that it i.s Mifhcieni for tiie incrchunts? 

A. — Yes. hut they know the time when Uio prices will rise and ulien the 
pric'Os are at tlie maximuin, they sell their .sto<'k. Ots'asionally tht*y niuy 
even get nearly one to two ni[>ee.s per hag. 


Mr. Coiktia Mi fiofi : Yt)u ate a meinher <»f the K.Xfvutive C'oinmitttH' of 
the Loeal Indian I'IhumUm- of ('nnimeri'eP 

Q. — In the written incnn»iandum you say that (iovi'rmnent is indifFerent 
towards tJie agricu!turi'>ts m gt ntual. Do aou not think that the (iovern- 
mcait ht'lping agru'ult ui isis hy way ol giving tlicm ticdit (lirongh the 

co-ope ra live .s< ic j c 1 1 cs P 

A. Kven the (xvopernt ive societies df» not lu'lp them much. Onlv a very 
aniall amount is tivailaljh' to ilic '-ncu*ty and tnat too, to m\ luiiut, is not 
fairly distrihuted. 

Is it m>t hecrtu.w(‘ tliat more memhers <lo not join tlic six iid i«'s P 

4.— It may la*, hut I would uigi* tliat more fm ilitics must la* given to 
all the agriculturists. 

Q . — In what way do you want more facilities and for what purpo.ses? ' 

A. — If they hftv<' enough amount to give* loans to all tiu' peasants niul 
agriculturists, there ran lie no eornplaint, hut at presmit there is only 
limited amount at their tli.sposal and <uily a very low are lauielitial hy them. 

— Hut tlu^se co-o|)<.‘rativ(> siK'ietic^s are startiul in th<» haality hy ptMinli' 
thenisilv es who tonti ihutc to t.lie (’a|>ita! ol the primary societ ies ami ain- 

hank.s. In it not lor the jM*oph' of that haality to jom in large uutii> 
l>©rs to work tin* so( uU u*n p 

A. — May i»e. lint I cannot give any inon* account of tlicni, as I am not 
conversant with that subject . 

(J . — Is it >our point that you are not gelling hclj) from other hanks like 
tlie Imperial and joint-stock hanks P 

A. — Yes. 

Q . — ^You say that you are financing produce. Is it only rice* inumrled 
from Burma? 

A . — We finance any prcxluce to ivierchunts dealing n thesse distiictH. 

Q . — Uo you fiimnce only the village meichant c>r al.so the ryots in the 
village? 

A . — Generally merchants, i>ut occasionally wo finance agriculturists also. 
Our merchants in turn also finance the agriculturists. 

Q . — What is the commodity they are dealing in? 

A. — Cotton, rice, groundnuts and other grains. 

0. — The cotton is nurstly exported from here, is it not? 

1. —Yes. 

Q. — What is the percentage that you as a Imnker or an exjxnter who 
buys cotton generally advance on the estijnate<i valuta of the cotton? 

— Generally about .jfi ]>er ti?nt of the value of cotton. 

— I want to know' who fixes the price of the prrxiueep fs it the money- 
lender, the exporter or the cultivator that fixes the price? 

The price is fixed acwrding to the prevailing rateti in tlio market. 
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0. — How ik the price fixc^P 

whenever the goods are l>rought over to the market 
* I>or(>re 4UMi tjines if Iho agriculturists want to have the price 

hx4ii^ they fix it tip, i^d whenever they do no^ it in alwa^'s to the pront of 
tiii merchants who give the amount and not to the licnefit of the agricul- 
turbt«. ^ 

Q. — Is it your idea that t)ie value of the prtKluee should l>e fixed 50 
per-cent for purpoM-s ot a(lvam«-s> 

A. — Ves. 

Q — jj, your niemorandnin that there are great ppssihilitit>s 
for co-o[>erati\ o maiketing. fn what form can co-operative sotieties help 
to organise the markidirig of tlie produced 
^ it. - 'f'lio eo-operati VO soc iv*ties cun stock the [>r<xiuoe and advance money 
on them to the agi iouitinist and can sell it when the market is fair. 

^ (J. — V'ou say tliat you are financ ing the traders and ryots in Uie villagers. 
I>0 you think that thc' lehition so iar as finaru-c' is (‘oneei‘n<*d lietween the 
villager and the inonev-lender as it exists now is perils: t oi* defective !" 

A. — Jt is very defectiM*. 

what way P 

d “'riit^ villages are not finamed to tlnoi full reijiiii einonts and a gjifcspt 
amount ol inteic*st is c*\ti acted from lliein hy those w ho U*iid money. 

(Jh — Wlio gi\ c*s c redit '-' Is it tlic fix a! inoncv-leiider or IIk' Icnal inerelMW\f ? 
d 'Flic* villagi'i s get inonei from hotli. ^ 

Do \(ju not think that hy raising such loans tlicy will he coinjielleif 
to sell their [irodinc huiiiedly in the* market and lose a portion oi their full 
valuuP 

JL.'-'-They (ertainly )osc\ hecause the nioney-lcinhus who lend tlie amount 
fix up the price as it suits thcor ecui vcoi ienc «•. 

Q . — Ha>e vni got any reonedx lo sijggc'si in nidco- rliat the* \ illagei’ can 
get a hettc*r price tor his producer ^ 

d.™ 1 have' ulic'ady said that co-opc'i at i vc societii's for maiketing will go 
a great way towards soUing this prohicun. 

(h™ Apart IKmi tliat liaM' .sou got any sugge stions to makeP J under- 
htatid that \ou ha\e got a sistc'in. known as tJu' gcnlovv ii systcun. Do yo% 
not think that the villager can hring his goods to tlie godowns and gei^an 
advance Irom the rneiciiants who arc' the owiu'is of tlic godow ns and sell^ tW 
goods at a time wlic'ii tlu' markc't is favourable' P Would not that 
help tJiem to obtain a heller price lor their produce? ^ 

d. — Yes. 

Q — you think tlierefori* that it would he* advisahlc to increase iW 
numhc'r of hanks in order to tinauee these small local traders on a incKleratit^’ 
raU^ of interest? 
d.— Yos, 

Q. — Is it not yimr idea tliat tiic' iinancing of the internal trade is now 
less looked after tliun the (inaiieing of foreign trade? 
d. — It is very much h'ss. 

— You therefore suggc'st that l»etter attention should he jiuid for the 
financing of internal trade'? 
d.-~Y\'s. 


O. — How do yon say that the c'xport trade Ts iK'tter financxMl? 

d. — Tlie fact that there are not suHieient IcH-al hankei's to help internal 
trade and the preseiu-c' of a numher of hunks including the Imperial Bank 
giving ample facilities for foreign trade arc‘ the obvious reasons. Besides 
there are various ex])ort merehants who go to tiie villages and advanee 
money on standing crops to the agriculturists and thus finance export trade. 

g — Y'ou therefore say that all that the villager dm^s now is to take the 
lllh^anees on the crop and as soon as it is harvested, fix a pric-e and deliver 
to tlie export trader? Is that so? 

d.— Yes. 

Q . — Who generally fixes the price? Is it tlie mereliant who advances or 
the agriculturists themselves? 

4. — It ivS done in hotli w ays, but in most cases the merchant who adviuicii 
t90tkey does it. 



859 


n i>o vou not therofoi'o Uiink that the riUagfti* an4 agtlbulimjlt 

is at a diiiati van tago ami that it is thei'efoi'e that you %wll% a iH'tier 
system to »*e creatett for tMirourajiiin^ internal tnidel^ 

.4. — lea. 

n Who s«i>fx>i tH this iiiKonal trade now P Is it done more 1)Y the hi^ 

caii*talists smli as exporters, or hv the small eapitalisl banks like yours? 

4. — I hnatUN' mostly niei’ciiants. but not tlie villaixei’s. liijX ryots in ibn 
village tbemsi'lves sometimes bn4in(e intiu nal trade. I bore are viUalpi 
money-lenders alao. 

. — .\re you not Jiettiu^ any b»*tp from the joint-st<K‘k banks for the 
piirfyoM^ of finaneing internal trade? 

.4. — I get a little help from the Imperial Hank only. 

Q , — You are oerasionally raising loans from the Impmial Bank and oilier 
joint stock hanks. Do vou in turn rmane<» internal trade'*" ^ 

/I .—Yes. 

— Is it your idea that this sort of fiiiaueinp; should he dt'veloped P 
I^ii^Yes. 

■ — Is it your d<‘sire that tiiert* shouM Ih' a uundxu' td small hanks lik# 

for the pnrpoM* of fmamiu^; internal tra<le uhirh should, in turn, j^et 
hHn from llu‘ Imperial and otliei jidnt-sttak hanks** 

3^11*^11 tlu' Imperial Hank rmame smh l»ank.s at a I'lii'a)) rate of interest^ 
a |||.uniher of small hanks will c'ome into evistems'. 

— What is the [Oesent rate el interest of the Impmial Hank? 

Tlu'V lend to nu* at rat<*s varvtnii hetweeii 8 and It p(*r <ent. 

(^. — At what rates do the National Hank and tin' Nadar Hunk leiulf 
.i T he National Hank < harti(‘s th<* same rat4‘ as the Imperial Hank, liifll 
tin* Nadar Hank (liaises lu'tweon 0 and 12 fier (ent, 


(,h Do yon not eonsnUo that tlie !*< per cent rate uhi<h tin* lmpej,iiU 
’Bank cliarues yon is a re isonahle rate? ^ 

.4. — Tliey do not *zive me en<>n|j.h amount that I reipiire. They give only 
2i) pel’ et'ut of my esjiinat4*d eafolal. It the\ W(*i(‘ to I'lvi* lin* .of) per (i*nl 
of mv ostii}iut4Hl cn[)ital it would he more lieiieticial. 

* (,K — Hut are you not dome husuuss with a numher of other hanks? 

^ 5$4.- -I do husin(‘ss mostly with the lmp<*riul Hank ami tin* .National Hank. 

^ Do >'on e<'t loans onlv up to 2<) p<‘r cent of yoiii- rnpifal from hoth 

Tnioso hanks? 

highest tin*y eive is only 2<t per iciit. 


yiu eo1 any sneeest ion>, to make lor the dt'velopmenl of thiB 
Mjl^irnkin^ system and hnnp; into existenco a numher ot hauks like X’oiirH and 
Tti turn rmaiiciai aid f(•r tliein tiom the Imperial Hank ami other joint- 
st<Mk hanks':^ 

.4. 1 helieve that a e^od numhe?- ot <a pitalist.s will themselves foine up 

to df) hankine husiness, if they e<>t hetl(*r iaei!iti<*s t rom tin* Imperial Hank. 
H\ better tin ilitiirs I rin*an a lowei' rate ol iutoresf and siiflieient amount 
for their nsju 1 1 enn^nts. at least r>0 fmr «ent of their estlmiit<*d value. U 
this is done, a. numher of small hanks will easily come into existems*. 


Q. On wlial security are y<in jjj<*ttinj^ this mivancf* from tlie ]nii»eriat 

Hank !•* 

my own jnusona) seeuiity tcicelher with a second M*curily. 

Q. 4 on told fin* a little while ajjo that the Impet ial Hank is eliarpjinc 
8 to 9 jier cent and that you aix* ( liarKiuK 12 iM*r i c*n( ? 

A . — We charge from 0 to 12 [ler rent. 

is rather hi gh for fmancinK the infernal trade. In what way ean 
we hrinff down this hiph rate of interest tin* villap;** agriculturist has to 
pay in the country? 

.•t~X the Imperial Rank were to cive at a iow rate I will l». iiatiiranf 
inclintKl to give at a low rate of interest too. We .an even pot op .some 
Ooveriiment restricti >iih r%. ♦riding the rate of interest. 


— Are there not money-lenders in the village? 
■There are. 

. — Who are th© money-lenclers? 

So many petty money4enderB. 
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^ 0,— Xre there 80 WQar«, Marwaris and Multanis? 

A.— Ye«, there are. 

^.-^Whni rate of interost do they charge? 

A , — 18 to 50 per cent. 

0. — There are varying raU:‘s of inter<^t? •r 

A . — The indigenous hank<*rs, MuHanis and sowcnrs charge IS to 50 per 

Q — You are charging 12 per cent whereas the Imperial Bank charges 
only 9 per c<*nt. Still you want more money in Uie country to financ*e the 
internal trade? How tan yon raise* further amount? 

/I.”- The rate of inUnest must he brought down. I can only suggest that 
Government should give loans at low rates. 

(J). — Why do you look after for Government help? Cannot we ourselvet 
start similar hanks? 

A . — The Government must start similar hanks. 

(j , — Why not fieoph* start thc'insolve^ and ask for aid from outaide? 
Do yon not think tliat it would he hetUu* li more hanks like yours were 
^ to e<>me into existene** wlii<h should form the link for financing with the 
Imperial Bank and otlnu joint-stoik hanks? 

A. The indigenous hanker.^ that are limited eoncern.s is not given help 

hy the Imperial Bank As it e. tlie Nadar Bank which is a li’nited concern 
do not get h(*lj) in any way fioin the lm[)erial Bank. 

V. Why? 

A . — They give mo some amount hut loi‘ a limited concern like that 
(Nadar Bunk) which has got d lakhs paid-up capital and whose suh- 
acrihed capital is 0 ot 7 lakhs do not get any amount of credit from thA 
Ifiiperial Bank. 

Q . — By way of remedy do yon not think that hy eoinpeiition you can 
bring down the ralt* of ii\ten*st hv starting a large nuinhcr of hanks in the 
country ? 

A —Yes. 

Q . — Tlio difrinilty is with regard to the rat<» of interest which these agri- 
culturists are jiaying. Do you not think that the only way is to create more 
competition amongst hankers theinsc'lves so tlmt tiu* systmn might bring dow'n 
the rate of interest? 

A. — T\>inpf*tition must he created, 

Q — Have you got any c*o-operative hanks in this side? Village societies 
anywhere ? 

/I. — I think there are some .societies. T liave no direct concern with 
them. 

Q. — Are there monev-lenders in the village? 

.4.— Yes. 

<^1. — Do you think apait from the low rate of interest the co-o]>erative 
Roeieties are c'harging the rate of interest of the money-lenders and tlie 
indigenous hunkers in that locality has coim* down to some extent? 

A , — At present >1 ha.s not eoine down. 

y. — You therefore agrc'o that the only way of bringing down the rate of 
interest and tlius render further linanc iai aid for the internal trade is to 
create eompotition hv .starting more hanks? 

.4.-YOS. 

Q , — Owing to the ah.sonce of similar hanks in the village and taW1| /ou 
find it difficult to send goods unless <‘nsh is jmid down on the spoilt W 

A. — Yes. 

Q. — ;Ho>v do you make remittanc'e to the interior? Suppose yOu have 

remit money irom thi.s town. How' is tliis done? 
s A. — We send them tlirough hundis. 

Q . — Are there hankei's in the villages through whom you can pay it 
through or negotiate? 

A. — Yes; we send it to them for collection. 

In this part of the countiy do you use more hundis or bills of-©T- 
f^hangeP 

A. — More of hundis. 




What an? workiuit bouns for your f>ank? 
We work from 10 a.m. to 5 j>,m- 

You clo(»e exact h’ at five? 

Five or t^ix. 


— Have you had at any time ex|>erienced those villiipe jH^ople coming 
to take money from your hank after office hours? 

.4. — Many times they cxime after office hours. 

O . — What do you do then ? 

.4. — Simply they have to wait ft>r the next day. U it is an urjiyeni case 
I have to attend and pay Ironi niy own timWr oftuN' to their mpin'cmenta. 

O.— Are there rnanv siu h transactions in the courM' of a awk P 
.1 . — 'Only tH<asionaliy . 

O. — So the ^lifficultv is not f«*lt in this part ol the country? 

.4. —No. 


V-- Aiv yon tinaiw ing the int4‘rnal trade hy thawing hundis '^ Or do you 
pay that man lny optniiiig an ncx^nint in yoin lainks'' Wliw-h is more in 
pructiis* ? 

t. I open tlaily atsouiU with him, 

0.— What you allow Itir the n»pa\nu'nl 

.1. — As it suits me and the iiMUThnnts. 


(J, — 1'hirty days, or sixty days or iiin4‘ty (law-^ 

1. Mostl> it a ill h<* ihret* namtiis ami ovei . 

Q. When a man wants a loan fn»m \tm. >t)U givt* him eredit and ke^*p 
a l urrt'ut account vt ith him. Y<mi d4‘hit his current act'ount in your hmiks 
and tilt'll draw a hundi. Your thffituity is t^i get more money with which 
you can tio more Iradt'. Kor thi.s transuctiou Mipposi* you draw a hundi anti 
take tlu' liundi *‘\ecuted hy him ami get u rt‘-tiist ouiiletl at a hank and U!*%' 
that moiu'y tor your tradi*? 

I do it tH'('a.sionally . 


V .As a hanker t an you not tlevelop that sort t)l husiness and mtate your 
nmn<‘y in the hustneNS mmh more t|iiickly than kt*<*ping that (>p<*n account 
ftir days? 

.1. ' But it will mO suit all tin* ItHid mt*rcha!its to get money on hundiN. 

0,~>Vhy? 

. Bt'tause It ad! !m‘ pi'clei atdt* lt)r them tt» npeo n (urituU account. 
If I were to draw a liuiuli they will have to pay on the iiiiieLieUi or tine 
hundred and twenlit*th day. A man wlu> lois got a (urrtmt at'ctiunt niiiy 
pay on any dav. 

ili.ii man is a man of t unlit ytuj can get a hundi from liim and 
raiMi a loan td at least oO [»ei cent frt>m any hank and with that money ytm 
tan tarry on liatle, (’an ><»u not tlit*refore tlevtdop the humli hiisin<»SK in 
that wa> 'r' You will have also more money to imtate in that husiness? 

takt‘ hundis from them. I deiatsit it at the Imperial Hank or at 
the Nadar Hank and draw money for that hundi. Tin* inert hunts here W'ill 
not always la^ v\illing to draw iuont‘v t»n hundiH. 

Het a us** the\ are not huhit uat-eil t«; it!" 

I — Yes. 

Q . — It is time for them to hririg them up iiiU) a line hy drawing hundis 
ntatd discsuint that hundi with anotiier hank anti get m<ot* money for tmr 
ha^ituas.s (oiiptxstcs? 

— Yes; it will la> advantageous and it iuu«it U* developiyl. 

you think tiint any fiiitliei eneouragein4*nt is for develop- 

ingW> 0 Jl|indi or hill husiness;" Can you think of any method for dt^veiojiing 
hiincff ncHS? 

,4.— Now we have to pay more duty for hundis. The stamp duty slmuld 
he lowertKl a little to encf>urage hundi husiness. 


O , — Yon also want facilities for discounting at n lower rate from other 
hanks ? 

A. — Yes. 


Q — Do you draw those hundis in vernacular or in English f 
A . — I do it in English. 
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Q . — Docs the village agriculturist who comes here sign the English 
hundisP 

A . — They find out the amount written in figures an<l for the text, they 
simply l)elieve in us and sign. 

0. — That iwjrt of thing has l>een going on without iinv hitehp 

A. —Yes. 

Q . — Had you at any time occasion to send your htindis to other places for 
discounting in the district on ac^count of the* maximum limit allow*^ to you 
hy hanks f* 

A . — I ke<?p it for myself. 

(J . — Have YOU ever tricnl to do that husincR*^? 


(^. — Have you exjHTienced any difficulty in raising money on docuimenU 
of title such as railway receipts P 

4 — Wc give fuit money also on railway receipts. 

O, — Ik there any system of giving loans on wandiouse ccTtificntes ? 

A , — No. 

O. — You advance money on hilU (d lading? 

A . — Yes. 

Or — On d(’liverv orders? 
d. Yc‘S. 

Q.--0n dock warrants? 

.4.- No. 


0.*-*WilI it not facilitate tuisincss if l»nnk<*iN like you advance money 
on tn(*se (hx uTiionts ? 

A. — Yes; it W'ill gieatly fuciiitale husiiU‘K.s. 

Q. — Have you had at an\- time trouble with regard to tlu* advancing of 
money on railway rcs-eipts? As a haiikcu* do >ou expcoieiue any <lifficulty? 

.1.-1 have not experieiKetl any difficulty. 

Q . — You know that the railway companies deli\ef tlie grK>ds if the eon- 
signet' executes an indemnity bond. Kven though tlie hanktus have gt>t a 
lieti upon it they tiiimot st<*p it. 1’here have* luaui <! ifh<uli les between tic* 
railw'ay <‘om|)aiiy, the port trust and the hank on goods wdiieh have been 
dolivercal. l)o you know whether tht' hankers havt' felt difficulties? 

4. —Yes. 

0. — The railway eompanic»s should take i are that tlie banks’ lien on the 
goods sliouid lie regisiertal on mtiination and that the gtaxls should not bt‘ 
delivered until Die hank.s’ elaiius art' setthxl? 

.4.-" Yes; it will lx* a great help. 

Thr ('hnirnKut You are awart^ of what tlie Cdiamlx'r has said of the 
inve.sting habit? Do von agree with that view? Is that vour oiiinion ? 

4 .—Yes. 


Q — C’an you give me an inditation as to how much amount is investetl 
in gold and silver? 

4 — \ very large amount. 


O , — What is the indication of this? 

4. — TJiey do not deposit. They have no itlea of [uitting their capital in 
some banks. As a safeguuitl they put it in jewel.s or in gold and silver. 


O . — It W'ould he more profitable for them to put it in Savings Banks? 

.4. — Yes. 

0. — De|>osit8 In the hank.s are steadily increasing? 

.4. — Yes. Deposits in gold and silver are decreasing. They have got 
gocxl facilities to deposit in the hanks. Wlienever they tleposif wdth small 
inerehants they lose mostly. 


Mr. OofMila Meuon : AVherefrom does gold and silver come? 

A. — Tt is imported inte the c'ountry. 

O. — What does this represent? 

4. — It means that people have to get money from foreign eountries. 

0 . — Is it for the goods that we have sent to them as payment? 

4. — We export a large numf>er of products and we get them in gold and 
silver, 
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Q — Ij, Uh'ix^ aiiy *>> wlutii wt^ tx>uld bring iiuh iiumin exwpi by 

mearui ot gold and silver We always send moi\> goods than ao buy from 
foreign countries. It is a great problem for usP 
,4 — Yee. 

(^. — How can we stop lius gold and silver going to the lueltiiig potj' As 
a hanker can you suggest any means by which this could Ih> a voided 

A . — The people must naturally Ik* taught to dejKWtit their money lu sound 
banks instead of putting u in goki and silver. 

<j , — You are a practical banker. Have you got any suggestion fv>r the 
Cionomic iiiiproveinont of the cxuintry*' Wo are aJl crying for industrial 
developments and things like that?^ 

.1. — Instead of hringiing in gold siiveieigiis, we can l)ring other mnleriaU 
and niaihineries. ^ 

Q . — ()iir great luobleiu is to help the Indian linn, (’an you hujj^ost 
any way by which tlie [KHiple in the lountry can uldi*e this gold and silver 
lui the iniprovement cd the Indian tirmP 

.1. — By importing all these* inateriuls instead of citslnng it. We can bring 
all kinds of mai'liincries so tliai we might (‘onvcrl the raw ^irodiu'o in tbo 
country which the iigriculi urist in the ci>untrv is manutactunng ami frying 
t<' put into other shape. 

Q . — Tliat IS the only way by which llu* economic salvation could Ik* 
rcachcHl Y 

.1. — Yes. lini»ortmg of silver and gohl will iialiirally go down. 

(). --lt. i.s ioi tile pfiipb* thcms<*lves to slop this. Wc must a<h i.sc Micm 
for de\ cloning hanking habits and tr> to 'improve the industrial develop- 
ment tfiis ccmiitryP 
.1.— Yes. 

.Wr. Jl (tuif rd Sulhin Miinidu : You SUN m»u i'i«' a iiioiiev-lcmier yoiir- 
bclt j' 

.1. Yes. 

Cb- Have you got unv i(U*a ol how the small iiieicliaiits arc linuncedP 
.1 . 'riicy rcKC'ivi' loans Irom mom‘\ -louder. s. 

O. Ai what latei^ 

.1.-11 to rj iier cent. 

(^f — How’ longr' 

.1. t’rom three to .si\ iiiouihs. 




So it IS rather rotating:' 

- -Ytss. 

What IS the l upitiil ul ear li ?* 

- It may range Irmn Bs. I (XiO to 10, Wi. 

— What about the small sliop-kee|>eis ?* 

— Thousand rupees. 

). — They have no dealings with any of tin* Inuiks’r' 
1. — Only big mereliunth nave got dealings wiUi the 

b — Do they find any ddhenity in the traiismtion of 
1.— They lind it inconvenient to pay a high rate of 


Imnks. 

their Inisine.ssP 
iOtlTC.st. 


Q . — Do they deal with any ot tJie Marwuns, Multanis or Nuttukfittai 
ChettisP 

.1. — Y’es ; smaller merchants have got dealings with them. 

Q — You .say that th<*y [>a\ ’><> |Kr cent on kandii system'' 

A, — They take a pro-note for Hb, I(X) and pay only ninety i iipec-s and they 
got hack at the rate of one rujice per day for the BXJ ('oiisecutiv e days. 

Q , — Jn your calculation it work.s alniut to 50 |>or cent? 

A.— Yob. 


The i'hairmiin: Who does thib? The Multanis or the MarwaribP 
A . — There are some (Jllietti firnrs. The Arabs and Punjabis albo do in 
Uie same manner. 


Mr. Maricoit . Are you adiancing money to the retail merchants? 

A . — finance a great nundier of thein hut not the smallor tiiefx;hanU* 

Q . — ^Whafc is your rat© of interest? 

1 . — 9 to 12 per cent. 



864 


Mr. Tkoiiuu: Where does the im|>orte<] rue come from!' 
A, — Rangoon, Bombay and Karacdii. 

Q. — In not ri<*€ raised in large cjuantiiic^ in Tiiinevellv i' 
A.— Yee. 

O. — Is it not brought to Tiiticorin*' 

A—U is 

t 


not brought to Tiitirorin. 

-Where is it marketed, then? 

-It is marketed in all the hn-al phu'es. That is not sufficient r<»r the 
use of the district. Tuticorin supplies for the southern pail of the Presi- 
dency. 


Q . — That probahiv g(H‘s to other districts? 
^A . — The rice that comes 


. .v^ ..,...es from Rangoon is siipplitnl to the iKM>plc m Tin- 

nevelly and Raiiinad districts. 

O. — Where is the i»uddy pnaliKisi in the Tambrupnrni valley marketed? 
I — I (Hnnot say. 

(^. — Do the agents (»f grain mcixhanU go into the inttMior to collect 
paddy Y 

A . — Generally they do not. 


(J . — Who are tin* i)rok*ssional money-lenders here.*' 
/l.—H 


( ’hottis. 


-Some l<Mnl haiikcr.s like mys<‘li and one oi luo Biiihnians and 


m Kalladakni ichi ? 


O. — Brahmans Iro 
/I. - Yes. 

0 . — Have you any inlormation ot the marketing ol cotton? 

,1. I’hc local mcr( hauls here Ihin it Irom all ihr agra nil uri>t>. 

Cf. -Do they go to the village and there huy? 

/i. — They aend their agents. 

0. — Do they advnti<s‘ to the ryots? 

.1 . 'Phey inak#' advini<<*s to tin* lyd.s. 

Do they make advainx's before the* erops arc’ barve.sled? 

. 1 . — SiH*(l.s ar(‘ given to them. 'Pbe cotton nn'Klianls tbcm.selves have 
got se(‘ds and they sell them. 

(J . — The foreign firms import tin* .seed and merchants send it to the vil- 
lages 

1. -Yos. 

Q . — Do you know the teiins on wliich tinsse advances are gi\en? Are 
they given at a high rate of interest ? 

.1. — From 12 to 18 tier cent and they lake some eomm i.ssioii on the pro- 
dute for having advanced. 

-Wlittt is the eommis.sion charged for the sale of the produce? 

-They may take from 5 to 10 per cent. 

Q . — Are they not commission agents, or arc they purchasing on their 
own tt<vount.^ 

.1. — They purchuvSe themselves and they act as hrokci-s as well. 

(^. — The conditions of marketing are unfavourable to the c•ulti^ato^? 


5 (:: 


-Yes. 

. — The c'ommission charged In them is high? 


G.— The 
J.— Y^es. 

0 , — Is there any co-oiH'rative society for marketing purposes? 
A. — No. 


O , — Have you got dealings witii the village |>eopIe? 

A . — Only to a very small extent. 

Q . — Have you any information uliout the extiort trade of Tutitorin with 

Ceylon ? 

4.— No. 


Q. — ^Wbo manages that trade? 

I.— It 


is the Indian merchants here. 

They collect the goods from all over the district and send them to 
Colombo? 

4.--Yea. 
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O . — What clatvs of inorrluint>. an* tln\\ Y 

A . — In Tutiwrin thore atv » IrtrfKo nut!ilH*r of Na^lar |khh»U' and altai 
V'ellalaK. 

Q . — Are they Uie aj^enth oi the Ceylon funis or indeiH'iulonl firms iuiviii^X 
ajieneies at C’olornhoy 

.1. — They have tlunr own aj^emies in Ceylon. 

(^. — Wliat are the term" of your loan ti aiiMu I ions ' At w hat t rtte« of 
interest do you lemf? 

.1. — From If to 12 jM'i i-ent |>er annum. 

O. — In wlint way do you fix the rater 

.1.- Durint: times w lien 1 have ^ot laim* .sums of inoiU'V idle I i liarge 
a lower rate of inlerost. 

So it is aeeordifij: to the demand? 

A . - Y<*s . 

Not iut ordin^ ti» the sts ui it> otleixsl )i\ the l•orrowel ? 

.l. -Not aeeordiiiji to tlu' seitirity. 

t/." You lemi on single "ij^uature r 
A . - Yes 

O. You liave not found anv difh<‘ult^ m rt‘<<oer> ' 

A. — No. I have not touiid an\ diflieiiltx. 

Do N(ui tlimk that llie joint-st^ak hank" are nmeh Iiki eaiihou^ ill 

msistinji oil joint sijj;ualure' 

.1. Yes. the ineirhants find it a iiardsliip. 

y. What are llie < hits ynu \M*re s|a'akin;jl ot r Aie they am tioii I'hiks or 

jiriw* eh its? 

A Both. 

CC What Is the iiinount oi the hii;jest « hit known to \ou '^ 

.!. — Nearly Hs. l.fHKk 

O. And the jiriKe;-' 

. 1 . The total aniounl ina\ U' IN. 12. ‘HH), 

(,f. How main sulisi l ilM-rs ? 

.1.- Nearly 2<)0. 

(^K‘ What chns of |a‘oj>h‘ join these ehit.s;*' 

.1.- Ail ela.ss<‘s of people and peofde ol all (ommunities. 

0 . .^hoji-k(M'(M*i s also 

A - Yes. 

(J . — What uhiuit ju i/e l ints - What kitid of pi ly.e dnls hav e you 
here ? 

4 — 'I’liut system of (hits also w<* have. 

Q. Do you know ot an\ rot unit praetices prevailiii;; in thest' ehitsP 
.1,-1 have no exjHrnernx* of tneni. 

(The witness tlnui withdicw.) 
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TUTICOBIN. 


1* U E M E N T : 

Mr. 11. M. ll<H>i>, l.C.S. {( lnurman). 

Mr. J. Thomas, m.a., u.i.itt., th.d. 

Mr. Ooi'Ai.A Men<an, 

Kiian ilahiiclur Uameed Sri/r\N Maruahi Sauiu Bahadur. 


M.B.Ry. M. C. MUTHUKUMABASWAMI PILLAI Avargal, 
Merchant and Commission Agent, Director, The Tinnevelly 
District Permanent Fund, Limited, Ex-President, Indian 
Chamber of Commerce, Limited, and Member, Tuticorin Port 
Trust. 

(Note. — TIk* ivitiu.ss pio'^chUmI the tollouing meinoi aiiduni ol written 
evidence to the C.’oniinittee.) 

[ mil u iiiercluint ot this locality and I continue inv ame.stral hubiness 
for the pa.st niru‘ y('arb. We have Ikhmi met (‘hunts lor a long time j>abt. We 
liave both exjiort and import hu.siness hesnh's commission husiness. We 
have hranches at Colomho and 'rniicsnin and deal in onions, oiUiakes. chil- 
lies, liesides exj>orting into Cohnnho potatoes Iroin Na])le>s, Marseillcii, Malta 
and Bungulor(' ; elnliies tfom (’al< ntta; coriamho , ^ngar and other such 
(unuuodities trom various parts. W’e also deid in rice on a large scale. 

2. For our ahovesaid trade*, we have inv(‘sted a capital of B.s. 7o^0(K) in 
addition to a. horrow'<*d ca])itnl of about tiie same sum. From this it cannot 
he inferred that merchants hen* trade with sufficient capital or with a bor- 
rowed capital in decent |>roportionM with their aetual investments. There 
are )>lenty of ineicliants who trade with a (apital, not worthy of l)eing calle<l 
so; and there are many more whose lu-tuul investments and borrowed eapital 
stand in the ratio of I to 10. So, trade here to a largo extent, is dependent 
on the money lent to tiiem and on the bunking facilities afforded to them. 

d. liank nuj /o //o / < /ou* ts. ■ True, this port is not in dearth of 

hankers, both joint-sUK'k. foreign and indigeiiou.'.. There are the branches 
of the Imperial and National Hanks in addition to the South India Bank 
and tlu* Nadar Bank. There an* numerous other indigenous hanks who deal 
mostly in hundis. But it must lie eoufcfvsed that all these do not satisfy 
adiMjuaUdy the necnls of the merchants tor the following reasons: — 

^ 4 . Dimbiliiieit of the fmperinj mul other foreign joint-stock hanks — 

(r) MereJianis, t^jiecially ordinary inerehants have no free and C'asy 
acc*e.SvS to thtvse hanks. The (XHiditions imposcKl on tlieiii to raise a loan are 
not at all suitalile to their peculiar needs. Further these people feel worried 
at even tlie many formalities. 

{ii) These hunks generally nrefer joint signatures even to giving security 
hv merchants ; hut tlie.se mercliaiit« as a rule do not at all like the joint 
signature system; for it is very difficult for a merchant to get the stgpia- 
ture of his co-merehant. Though in normal days, there may not be much 
difficulty yet in critical times they fail their obligees. 

(tit) There is a clear preferenc'e to European menhants by these banks 
and even among Indian merchants, exportei*s to Europt' are favoured next. 
Inland tradei’W, however rich and honest they may l^e, are looked upon with 
suspicion. The bank limits allowed to them are very low. Indian mer- 
chants feel this much and resent it also. 



(ir) The interest antJwtMl l»y hanks to (MtriiMit ilo|Hwsit« is* vt^Ty 

tiieatiri‘ aiul that is not tsnnliKivo to havo a iiuitual o|M'n < urronl ucH'ount, 
lAdigenout» bauki*i-s allow [) to I'J |>^r cent ovon on tliobc current de^sosita. 

(r) lastly, ihi^ hraiiche> ol the lin|H*rial and tithor foreign hanks are 
liot ahli* to uii(ier>.lancl the l(M‘al ne^nK. They cannot know wt ll tlie «t m O'^ 
Ot the diffeitnii merchants and uIm) the nature of the M'veral trad«w ()n 
fho other hand. 

It. Thr o/ nn/if/enoa.i ore; ii) Their is hinil4Ml 

and they have not <'n|>ital enough to actively lielp hiji traders. 

(it) Further their overvinilaiu^t* t4» jttuiixl their intei'c*«t« t>rove a thorn 
in the Aides of inerchantH. Even a slinht nitncnn of loss is siittkieiu t<» <hs* 
turl» their mental iHpniihnnm and they w dl insist uinni iimneiliatc* pn.Mnent 
and thus pre^ ipilau* matters to a (risis. Mer('hants failing thus is a isnn- 
inon feature. 

4. It is tliOM* pai ticiilars. among indigenous liankeis, Nutiukottai ('hettis 
me preferred. Tiiey are able. 'Fhey <lo give large sums ami allow a large 
latitude and furtlu'i theii Mjspit ions are not easily roused espiH'ially w ith 
regard to longstamling cnstoiiiers. It is w*h\ rnercInuUs prefm them and 
do not grudge paying tlieni even lo and l>^ |H'r cent interest. 

o. In the light of the alKivementiomHl jiart nailars. I suhmit the lollowing 
suggest ions — 

(i) ( leation of more Indian joint-sto<*k hanks with no hranches or 
With oulv on*' <M’ two hramhes in phnev when* the tijide of the hwality ts 
intimateix conneited say. a hank at Tntiiorin with a loamlj at (oloinho, 
I’his must inevitahiv p>tt a clnsk upon the lm[>erial and other loreign 
4‘\chang(‘ hattks opening n<*w hranches, 

in) Amendment <n the 'rraiister ol Tropi*rty Act so as Ui im Imlc all coin- 
tmu'cial town like Tiiti<*orin, tf)i‘ tlu* purpose oi creating njuitahle mmtgages 
h.\ deposit of tith' <hM*(ls alone. ('Flu* arhantnges of this are manifold. Even 
lands anti hnildings assuiin* lln» position oi inovahles and thus cati easily 
Ik* pliKlgfHl. 'Fills will even put a stop to the |)ia<'tie<* of irnesting large 
amounts in gold am! .sil\4‘r h\ inercliants with a view that it will Ik* of 
immense' tis*' in tinu*s *4 emergenci«"v when it can Iw utiliM'd to raist* iea<l\ 
cash. F'urtlier, this to some estenit increases the property income and therel»y 
its valuation. For e\ami)le. on inv hnildings in ('oIoiuImi worth ahont a 

lakh of rnJHH^s, 1 am aid** to rais«* Hs. 75. (XXI hy isjuitahly mortgaging tJimn at 

h |Hn c<*nt int**rest and at tino's *‘V«»n l<*ss. which I can further ntilis*' in 

momyv-l**nding at 12 per (**nt int4*?**vt ami thus *‘arn an extra imoni*'. apart 
from tin* rent I g**t from th<*m.) 

itii) Aholition of joint signatures ami, if nec*‘ssary. to intriKinc*' in its 
place th*' syste'in of d**|M>siiing otlnn pioinissory not**s **\4**'Mt**(l in favour 
ol these* merchants as additional sci iirity, 

t/r) Tin* withdrawal of (*ov**rnment pref**r«*m‘e to the hnpe'rinl Hank. 
(iovornnuMit must lem! its h<‘lping liami to Indian joint-steuk ('ennpanies 
rather than i*‘sei*ving its all. for its pet child, the Imperial Hank. 

(r) Hanks must he iM'isnadesl grant loans only on iinjmrUsl and ex- 
ported gocMis ; oUierwis**. ther<* is scope- for c apita ll#*ss traders to sp*‘cnlat«* 
and thus spoil trad**. 

0. A (pirttlf u The fill** of agrienlturists is in tin* hamls of money- 

lenders. Ol late, their exjK'nses have imr**ase<l hy innnv fokls whih* tlnoi 
in<*oines are static* if not declining. H**nce. nom** of Uiem run into d**hts 
ev<*n in nuK'ting their hons**hold e\j>**ns<‘s while* others ar*‘ not ahle U* sav*? 
en*>ngh to make* j>*‘nnunent impr'ov«*m«*nts or to he of n.s<* during failiir** of 
monsiion or *>n marriag** o<sasioiis. Here is a <*aM», tlie acitiai fa* ts of which 
will ineiieat** elearly the vi(K*ful staU* of agi icnltui ists. One of my rh*f>to?s 
with wet lands fsiinprising 1(X) ar res and drv lands *»f the* same f»xtcf*nt besides 
other firopertic*s W'}ii<*h yield<‘d an unniial ineoine of ahont Rs. 2, (XX) a year, 
was not ahle to discharge » debt *>f Hs. fhfXX) in lo years. Mv cleht its<^lf 
ha.s now' swelled to Hs. 24,»xXj, while the revenue payahh* comes to afiont 
Rk. 4.(KX). He woM not ahle to ke<*p the hig tank that fetnls ih**M* fields 
well, for to make that improvement he has no money. The yield is d<»ereasing, 
Rea*^n after season, and it will not Ik* a «nrpri.*K» if all IhetK* vast areas in 
their prc*sent conditions — nanjas white with salt, white* salt jians green 
with grass — when sold will not fetch even half the debt amount. 
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7. In a country wlwe over 75 per cent are agriculturktii^ it ia a tragedy 
that the Government ih indifferent towaivU Uieiii. Recently, the c*o-o|>erativc 
movement haa l»egun to allieviaic" the i*ufferin# 4 « of these unfortunate but 
there iw a long way yet. To la* eff^ntive. there must Im* no village without 
a co-operative hank. 1 iinderntand that is the aim of the Government also. 
Hut wrieni' is the question, is it to 1 h» when thei'e is ample Hiirjdu.s in the 
hands of the Government after satisfying its Imperialistic designs'" The 
need is urgent and the Government of the country, if it cares for the welfare 
of its citizens, must r-onf'Cntrate its imnu*diate attention on this. 

8. Needless to say the non-offic ials also have a duty to jierforrn in this 
fs>nnection. They must <'o-o|><*rate witii the (Joverninent to make <*c>-ojMfrative 
movement a h\i(%h^h. (’hits, nidhis and permanent funds on modest lines 
niu.st l>e starUnl and encourageil on a wide M*ale. Here, in Tutic'orin, we 
have the Tinnevelly District Permanent Fund. Lirnite<l, of which 1 am one 
of the directors. We give loans to ineml>ers on pledge of jewels and alao 
on mortgages at 9 f>er cvnt interest; and tliere are facilities for repaying 
the loan easily in a numl>er of instalments. Th(*re are also faeiiiti(*s for 
pemr and middlemen to invest their savings on advantageou.s terms, 

9. Jin n<KM//innhi{f. — C’otton is growm abundantly here and naturally 
foreigners crowd here with their ginning factcjiies and mills. Recently, 
the All-Indian Spinners’ Association iinch*r the abb* giiidnnc'e of Mahatma 
Ghandi have In^guri their of>eratioiis with Palaiiicottali as thc*ir head offic'O 
in the district. Pr<Klnction cs^ntres have lM*r*n <>|)enc*<l at Tb isayaiiviiai . 
Tbenthiruperi, Earl and other plac'es, wherc^ hand-spinning is made the 
chief supplementa-ry oc-cupaiions to the agriculturists. Even in the first 
year of their attempts, they have produc-ed khaddar cloth worth Rs. 

and in HKJO they hope to irK-rense it at least to a lakh. Their experts, who 
recently tourec.1 in ihesi^ parts, opined that there are ample t>i)|)ortunities 
for this cottage industry as the supplementary oc'cupation to the villagers 
and that the [iroduction can Ik* v<»ry easily in<'r«*asc*d to 10 lakhs liefore 19'15. 

10. The Government cumpletoly ignores this very imiiortani and vital 
ncHHl, pcx'uliariy suitcMl to the gc*nius and temperament of Indian villa^^rs. 
pc^rhaps due to the political colour which hand-spinning has assumed. Hut, 
on that .score, it cannot l>e callons to the vital needs of the millions of agri- 
<'\ilturi«ts ; and the co-operative department i.s best fitted to advancx* tlii.s 
cottage industry, (^o-operative .societies like the* »me at Vizianagram 
vvlu*rc* sj»iimers. \vc*a\'er.s and pureliasers an* m«*nil)c*is. must with advant.cge 
l)e started in all placnvi where cotton is grown ahnnduntly. 

11. If these are done, inodern hanking w ill he |>erftH*t. As it is, the es.senee 
of hanking set*ins to Ih^ money-lending. True hanking consists in linking to- 
getlier prcKluc'tion of wealth, saving of wealth ami then mom\v-lt*nding. In 
a country W'here the average income i>er head is less than tw'o annas, the 
majority is without food. So, ample avenues for prcKluction of wealtii must 
Ik* found. Then only <‘an the ciuestion of .saving arise. Go-operative .soc'ie- 
ties’ t iic'ouragement of hand-spinning through them satisfy to a cs>nsiderahle 
extent all these, hut the.se have to he enlargcsl on a w'idc*r scale lK»fore 
India c'an Ik' (*aHed prosi>t*rous. 

Oral evidence. 

Mr. Thomas: You are a merchant and commission agent P 

A .—Yes. 

. — Is your business chiefly in Tutic'orinp 
. — In Tuticorin and Colombo. 

-Ycnir principal offkx* is in Tuticorin.^ 

-Yes. 

— And in (’oloiidm vou have onlv a branch? 

Yes, 

Q — And your hiisinc'ss is cdiiefly importing and exporting between India 
and C’evlon P 

l.-^Yes. 

0 . — You state in your memorandum Uiat i>eople who are dealing with 
the Imperial Bank and the foreign exchange hanks here are under t*ertain 
disabilities. You say that there is no fr<»e acs-eas to these hanks. What 
do you mean by itP 

-4. — Generally we are not able to approach the agents of the banks and 
easily talk to them and make them l^elieve our statements. 
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P. — T« it pAitftililfo that hnnkens who aiv in ext^ndinft ilif'ir 

will W ciiscoortwiiH to their clienlaF You are porhatMi r^ernniK 
to tlie formaiitie^ invo1ve<i in having ftealinga with thoae banks P 
.4 - Yes. 

p.- — And the insistnnc'e on yaini signatures P 

. 4 . — Before an account is opened they write to two or three merehan<» 
and get information ai>out the i>ensoti for whom they are going to o{Hm an 
necount. 

0. — Tr it not f)€»caiiHe the hank does not know Uie true hnaneial position 
of the merchant P 

A,-™Yes. they do tindei'stand the merchatita projierly. 
p.— Nor have they in this tM^iiniry any I'eady means of nsaesRtng tlio 
rmancial |M>«ilion of the various Uusine^isinen P 
4. -Yes 

p. — You say that tliere is a ch*or prefenuux^ hIiowii t*» llu‘ Kuro|M^an 
inorchaiits p Is it not rather due to tJie fart that their Imsiness is la*ttrr 
known to the hank than tJie Indian merrhants^ 

.1. — Yes, that may Ik* the reason. 

p. — Can you suggest any mraiis whereby Indian merchants find IniKinesa- 
rnen <*ould get more anil more into touch with ioiiit-sUH*k hanks P la th«* 
sort of security ofTcrist hv t)ieiu sufliia'ently rclialileP 1 suiy;eRt that it is 
chiefly iHvause wc arc not handling |>ro|mr trade hills in this countryP 

.4.^- We are not ahle !<» <h) tin* huwine.Hs as Kuropean inenhants do with 
r<*gard to hills of lading and other exchange hills. 

p, — Therehns* you want imiro fncilitii's to create tlu'se ihM’ument^p 
.4 - Yes. 

The ^ 'h(i.irunt n : What si>!'t of facilities do yfm rtn^uireP 

.4 . — W<* want mort* facilitic*s to creaU' hills of lailing and snch*like docm 
meiits. Even then if wt* give our hilK of lading money is not advanrsd to 
ns as it is done t<i Kuro|>ean mer<*hants. 

p. - That Is because yon do not command the same cnslit 
.4. — F'.ven to the extent of the credit we have, they do not do that busi- 
ness. Snjipos^' I have a ( vtslit oi Hs. lOdKKl and I giv«' them a hill *>f lading 
they do not advan<’e money on thaiP 

p. - Why 

.4 He<anse they want joint signature, 
p.- Why 

.1.-1 do not know the reason. 

Mr. Thotna* . Joint signatures are wantid only for loans. When nn 
advaiKs^ is raisetl <m a fs)mmereial hill which has at the hack of it a genuine 
triule traiisui tion , sm li im cirn enieius^s do not arise P 
.4.— No 

p. — You have sai<l in your memorandum that the indigenous hankers 
allow 9 to 12 ]H*r tent inlert»«t even on current deposits. Where ore such 
high ratios of inU*r(M«it availafdeP 

1 . - The l<Kii] hankeiss here allow 9 jmr ct*nt inter<»st on cm lent dep<iKit«« : 
e.g., our vice-president here who gove eviclenix? this morning allows us 9 pci 
c-ent inU'iest on cn rj*ent depo.sits and wc give him 12 per cent inten*st on 

overdrafts. 

p - What is the rate of interest at w liic h such hankers lend out money P 
4 — 15 to 1ft fM*r cent interest. They will l»e g<‘tting a margin of 5 to 
6 l>er cent. 

p. — Do yon think such hanks are reliable and ('ondimive to stahle Imnk- 
ing ilevelopinent P 

4. — The hanker does it in a hukiiicmlike way and I am satiRtied that the 
hank is pros}>eroua. 

p. — You aay that the NwUukottai Cljettis thougli th<*y charge a slightlv 
higher rate of interest allow a large latitude and further that their su«();- 
ciona are not eaaily routed eap^dally W'lth regard to iongaUMiding emttouners 
Tq regard to that is it Deceaoarily au advantage to the customer unieMa it aian 
meanfi no penalty interest or even oompound intereatp 

-4. — The Xattnkottai Chettia are near uh and they anderatand tlie nature 
of our business well and on learning that our husiness is well condneted and 
i» prospering they advance money to ua easily and allow iia a large margin. 

47 
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S .— In the ea^e of pernom wHo«e i« Bomnd there are certainly 

e meana of getting aecommodation P 
'A . — hat not to the extent they deni re. 

Q . — In the caae of thoee people who^ie hu^inea^ in not going on well, is 
it an advantage to allow them a large latitude P 

d.— For fcuch people it is not good to allow a free latitude. 

Q . — Do yoa think it will l>e to the intere«^i of any banker to ruin a cna- 
tomer by calling for an iniinediate payment of all his overdraftw ? You ftay 
even a Hlight riiirmur of losa will rouw nuspicioiiM in the hank^ and they m'lll 
demand their money and thun precipitate a criKin. ft is not to the interest 
of the luiiikc'r to precipitate a c»ri«is in that way, is it? 

A. — It ia not to the intereat of the banker to ruin his customer, but it 
is due to the int4*rest he has for himself to realiw' at once the money which 
he has advanced. 

Q. — You say Uie Government is indifferent to agriculture? Ts it a fair 
account of the Gov'emment^s attitude towards agriculture? 

Ar — Yes, the agrkmiturist has no facilities to get monc\v easily and at low 
rate« of interest. 

Q , — Is it not in their interest that co-operative societies have cjrga- 

nised and land mortgage bunks lieing establisheil ? And what al>out takav^i 
loans, and the many sided propaganda of the Agricultural department ? 

A. — Yes, but not to tbe <‘xU‘nt they tiesiit*. 

Q . — Do you not ibink that the statement you have made is too swc*eping? 

A. — T agree that the estahlishment of land mortgage banks will l>e fd 
\iKe to tlie agricufturists but what I mean is that if such things are done 
on a large scale then it will l>e of greater help. 

Q. — Now whoso fault i.s it tJiai the co-o[>erative movement is not grow- 
ing fast? Is it the fault of Government or of tbe jK^ople? Tf many eo- 
0}>6rative societies are definici, it is due to tbe j)c*oph*s’ lack of interc^st, is 
it notP 

A, — Tliere is no legislation in fndia with regard to compulsory education 
and only the educated cbvssc\s can realize* the value of co-operation. If there 
is coinnulsoiy’ primary education at least in India and if all people are able 
to nnclerstand the Wnefits of tbe (‘o-operat ive movement then it will be 
developed to a great extent. 

Q , — But Government is doing it? 

A, — Yeve, Recently in Tuti<*orin and in Tinnevelly they opened .some 
co-operative sexueties and also is Piiclunagaram near Tuticorin and there 
the people have received large suim of money at low rates of intc*rt*st and 
have l>etiefited to a great extent. 

O. — Bo, until now’ it was Uie fault of the local people? 

A . — Not of the l(K*al people. 

O, — What then? The Co-operative Bcx’ieties Act was pa.s.sed .sometimes in 
1004 and extended in 1012. What was in the way of tlu* jx^ople utilizing 
this? 

A, — The public were not aware of the existence of these for a lon/a^-time. 
Q. — You mean that tliere was a lock of propaganda? 

A, — Yes. 

Q , — But an exte^naive propaganda mean.s extensive funds. That means 
heavy taxation. Woukl this country have liorne sucli burdens, had Govern- 
ment took it upon itself to imiKwie them? 

A, — Still I say the fault is partly of the jieople, but the Gov’^ernment also 
ia to blame. 

Q . — The point is, in most western cxmntries, Government depended on 

G * rate initiative for such developments, and in this conntr>\ Government 
leani by bitter experience that private initiative is not effe<*tive. 

A. — Yes. 

Q , — In the memorandum of the Tuticorin Chamlier of Commerce, of which 
you were Chairman, it is said that the present depression in trade is due to 
the rise in the exchange ratio. Are yon quite sure of that? There is a 
world wide depression in trade to-day ; wonhl you impute it all to the ex- 
change ratio? 

A. — Mostly, we can attribute it to that cause, due to the fact that the 
ratio is 18 pence. 
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Q . — Tliv |Kvint In Uliji, yiMi Imvw naiil that it waas ait artilirial increiM. 
Hut al Uk' time it fixetl at IH iiomH', that actual oxihaiig^^ wa^ rtt^rly 
Uh' aame. It waiv not artiftrially miMHl to i*uii a loaor If^vol oHialilialu^ 
i$iatiitorily ^ 

.1. — It uiay l>e so. 

Q . — Would you rathoi say iJiat lUo exdiange ratio lias aggravated the 
prosont slump?' 

— It fhief I'auM' of it. 

— Very woll. ao will louve at that. You .s|K«ak of a of t'x>* 

oniinalioii among tin* various rixHlit agom*it^. What t'o-oi'tli nation do \aMi 
mean?' Profmhiy yon mean that the iiuligeiiouN hniikors have not lwH*n 
tttike<l lip with the larger monev market?' 

1. Yes. 


— You state Uiftt targe amounts of gold ami silver go to the melting 
|K>t and heavy Nt-iK'ks of ready money aiv Us’kinl up without tiiidiug employ- 
ment. If it is HO it must really Iw the lack of inohitiaaiion of oiir savingH 
that is tin* cause of our la< k of capital and the liigh ratcw of inUu’t'st P 

,1. — 1 think so. 

y. — Wdiat is the ('hamher of ('ommene d<ung in ortlet to wean ilie emm- 
Iry from that had hahitf* 

J.-~ We have m>i la^guii doing anything. 

V.- <’an you tell me hoa the lotion is marketiHl in tJie ilistrict thiough 
the various stages from tiie ryot to the cominissioii agent ami from the eoni- 
lulssion agent to tlie mills?' 

.1. — The ryot gets iiold of a broker ajio tak«^*s him t4> » I’ominisaion firm 
and through that (‘ominission firm tliey ai>proaeh a (sitUm merehaiit. Thin 
c'otton merchant giv«^ the <*ott<»ii or sells it to the ginning factorU's and 
other foreign merchants ulio are here. 

th- the ('ominission agent <h>i‘s advaiu'c money to the rvoish 

. 1 . -They do a<lvams* to tin* ryot.s. 

U . — At what rat<»s of int<*re.st y 

d . — 1'liey are advancing at IH per <‘ent i}i(4*rest ami when the gixHls are 
sold tlu*y also rtyxM\e a ('onimissitm. The average coinini«e*ion is H-s, 2 or 
IIi>. 2-B-O for every 500 Ih. 

J — What will l>o the priie, tlum *' 

Rs. 120 nearly. 


Q. — How' is cotton niarketed in Tuticorini' Ih it by auction as they do 
ruhlK*r in Ceylon r" 

A. — No, it is nut hv auction. 'Fhe merchant Mdls it to tlie foreign iner- 
chants hert». The current price is cpioted l>v tin* foreign inerchantH and 
according to that price the merchant iMMiks so many haloa. 

2 . -What foreign inert h ants 

. — Thoae merchants who u4e ex|H>rtiiig raw cotton to foreign c'ouniriea. 
(/. l>o you think that maiketiiig is now going on to the advantage ol 
the ryot or is there much loss resulting from the prcsMonl Mystein? 

A.— A<*c*ording tc* the' present system there is much lows U> the ryot. 

Q — Have you esmsidered how Iw'st we could avoid that hmsh 

A. —If we C'an advance to the rvof sufficient monc'v for cultivalit)n cn- 
peiiM's, then he lu'ed nut go to tin* coiiitiiission ageiiis, hut iliey c'lin come 
dire<‘l to the Mierelianth to sell the ptsHluec*. Then they w ill Ih* able tci get 
a l)eti4'i' prit'C for the ])icKUu'e. 

Thr ( *haii man : How w ill they get a Indter price* if they take it direct 
to the merchant#^?' 

A . — Now they are paying a coiiiniiaaion of 3 jku' c^ent to the ecxninuiaion 
agimt and that amount tiiey can save. 

O. — 8o they will he able to save 3 pe^ cent. 

A . — Yes. 

Q -That coniinissiof] rau is very high? 

1.— Yes. 


Mr, Thomn* : ^lio will then give tlie advam*e? Tlie eoinmtsaion agetits 
are now^iving it, hut if tluyv are not there who will give? 

A . — ^Tue indigenmiH luinken$ can lend the ‘uoiiey and tahe a« J»ectirtty the 
produce. 
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Q . — Are you aware of <'o-of>erative i«ocietiee V>eing capaMe of doing 
Utai work‘f "l mean c*o-ot>erative nak> 

' *1. — They nre cloinn it hut only on » very sinall Male. 

Q. — (/un you not extend their aetivitieti)" 

ii. — By jiropa^ancla it can )>e done, by educating the pec^de SLh to it?* 
benofita and opening more woeicdies in the interior parts. 

O. You >|H*ak of .starting joiiit-st<Kk hanks; u liy are not joiiit-sltKk 
hutikft of the right typ«^ arising We ha%'(* got indigenous hunkers; why not 
they foinhine ami start hig joint Ht<H*k hanks r 

4. “'There is (‘<jiitpetition and Uiev will not Iw ahle to thrive well. If 
the Government a 111 assist them as tWy do the Imperial Hank, then Uies^ 
banks will thrive well. 

Q . — 'File Government places its casJi halumes with the. iiii{>erial Bank 
bocauae it must have it at call or short luithv. The indigenous hankeis 
often carry on sptx ulaiivc tranaactiotis and some even lock u|> their money 
in land. How can the (•overniiieni place Uieir funds «'»th such hanks P 
A. — Yes. 

Mr. (rOiMiJa Menon : You say tliat the f)reM*iit tinancia) facilities an* 
iiiottgre. What extra facilities do you want to encourage the trade of the 
c-oiintry y What was yoiir authority in saying tiiat the [iresent financial 
facilities art* meagre;*' 

A. — I have .stated that wc* aic* rn»t ahlc to get money easily from tlu* 
hanks. 

(,h - But tirst of all I want to know the* present tinanciul capac*iiy of the 
district and what extra facilities you want. What are the cdiief articles 
which are exporU'd and what are the c’oiuiiUKlities that hic prcKhux'd in the 
cHuintry Y 

.1. — In Uiis countiy ae have got cotton and to ('oIoiuIk) we export all the 
curry stuff. 

O. -Which is the most important thing;-" 

.1 it is cotton C'lily, 

G. l>o ycMi export nee;-" 

,1, — AVe do tiot, 

O. - Any jaggery;-" 

.1. —We do not. 

Q . — ITou have got pa liny rah tnH.^^ which yield jaggery, sugar and other 

produce. That is an important <*oinimKiity here, is it not;" 

A. — Yes, hut that is not exjiorted to loi*eign ports. 

Q . — What is done with the jaggery here!*' 

/I,— -All these things are eoiiverted into sugar and other things and sent 
into the interior parts, 

— Is not the Tiiinevelly district a hig rice \ielding distrietf^ 

.1. Y"es. 

Is all the rice producxwl here cxuisuined in tlie district its^elf or is au> 
portion exported to other jdaees? 

.1. — it is consumed here alone and wc^ have even to imjiort. 

Q. — Y"ou say that the chief article of export is cxitton 

.4.— Yas. 

Q . — But there* arc three* cotton mills. Have you got an extra Huautity 
for export l>esides what is c*(>DsujncHi hv the <*otton mills:*' 

.4.— Yes. 

Q . — I understand that one of the mills has got a very largo numlK*r of 
stiindies. Ls it tnieP 
A.-Y'es. 


^ Can 


Can you give the figures regaixling their working? 
1 cannot. 


Q.- You have investcHl a capital of Bs. 75.0B0 and in addition to that 
you have also borrowed. At what |>er cent have you borrowed? 

-4. — 6 to 9 per cent. 

ilfr. Thomas: Is it Imrrow'ed in India or in Ge^donP 
A , — ^In India as w"e!l as in Ceylon. 
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Ml . I'. Ilumrrtl Suitim Muriiiiir : In (VyUtu tlti you Iru tow tiwu tlu' 
Nat t ukot C'iK^t i m ? 

A , — Not from tin* NuttukotUii Chottui. Wo havo jj^ot our 
th€*ro. 

Mr. Thomun : Would you ratlior Im>i row in Oyloii tliaa in India :' 

.4. — 1 w'otild like to Inirrow only in (Vyion, on tlio cHjuitwUW 
svbtoin. 

Mr. Uoimila Mtnon : You say tJittt tlu* trado \s de|KMidi»ut on Iho luonoy 
lent to them and the hanking facilitic^s affoi'<hMl to them. Do you mean the 
internal trade or the external trade 

.4. — The internal trade. 

U . — You «ay alno Uiat thetv i> no dearth of lutnkei'i^ in thisi distrietf 

\ — [ in this town. 

— What is the usiiii! rate of interest ehaigtHl hy hankers in llie tuwiiK 

.4. “The indigenous hankers iJiarge 12 |k*i <x*nt. 

U. - -Do the other hanks charge Inflow that? 

A. — Ym. 

y. d>o you ('Oiisuh'i that 12 jkm rent a r*‘a''OUahle rate ««l JUteie>.t In; 
lilt' reas4>n that they aix* running a risk 

.4. --Yes. It l an 1 h' saiti to Ih‘ higli only l>y a ver> little. 

(,/ — What I want to know is in spite of the fact (hat there aie a iiuinlK^i 
ol hanks the rate of iiiterr^st has nut isiine dou n as a result of (lie eoinpetition 
UdwtHui tliein Y 

.1.'- The Imperial liank ol <*otirM* gives inoiU'v to a S4*lectetl lew. namely 
the first ( las.s inerehiints of the town ami th4*> do imt go to thi' indigenous 
hunkers hei ause they gel their i redit 1 rom tin* lmp«'i lal Hank at a very low 
rat<‘ of interest ami ot ionise those who want moJU'> . tlu' third <’laHN iner- 
chants come and pay high iat4‘s. Tin* iinligmious l>atikeis and generally all 
tln^ hanks have got demand hoi aUM* (Im' thriM* or four elass«*s of merchants or 
peoph’ Imhiow ihoii 'n accoriiing to their ment.s for lower or higher raU's 
o! interest. 

Q. — Yon say the joint --.tiak hanks, and tin* lni)a*rlial liank are not aiding 
the Indian triuie to tlu* extent it shouhl. Is it not?' 

.1. “Yes. 

V. — The huancing of ovUonal tiauh* di’inMids to a ver> ling<' extiUlt on 
the )4K al know ledge that they fM»ssess 

A. — Yee. 

(jt. -The iiidigenoii'. hankef*«. <lo poss4*s.s that knowliHlgi' ami tiu*> go into 
the interio! ? 

4 . -Yes. 

y. -Is It not tlie duty ot Uie imiigenoiis hunkers when they get suflhient 
funds to firiame tlie internal trade and in turn to ask for help Irani ill© 
otiici higgei hanks'^ 

.1. — Yes. they are doing that. 

O.— Why do you then sji\ that tin* Imperiai Hank and th<^ joiat^stis k 
hutiKH are not rendering suttieierit help to ifie small traders;" 

I — Th«‘ indigenous l)ankei*K have not gcit sirffieient help hut thi'V gid. 
then irtxlit lixnn the liniHuiuI liank and Ir4>m othei* hanks to a vtuy limited 
extent. 

Q . — At tile .same lime you say that tliere is phmty of money invehted in 
jewellery. Why not you divert the money whieli they are investing in 
lewoHery into hanks and Uiuh ('oinmand your eapital m order to help tho 
hanking fneilitiofj in the country? 

.4. — Those who understand, the hanking I aci lilies are luniing their silver 
and gold into Hquirl money and are 4ie(>osiiiiig it in the hanks. But the 
{Kxiple who are n4>i able to approach these* hanks when Uicv want readily 
to raise money aix) able to do ny means of pledging the jewelis. 

Q . — Do you admit tiiai in the interior it is fur lietter that tlu? ftnaneiug 
is done hy .small hankei > like the South iiidian Bank here w ho have got a 
Ijetter knowledge? of Dm? kx?alfty and who tiiigfii lu* able to make sufmrient 
profit on the <mpit4il inveuted than asking a branch of the Imperial Bank 
or a joint-ato^ hank to lie started there? Which do you thinik it bettar, 
the mnall indigenous hank or the branch of tfie lni 2 >orial Bank or a branob 
of the miiih-«it4)ek bank? 

A. — Xiocal bankB would bo bettor. 



Q. — r>c» you Uitnk that it would morr diffirult for a branch of the 
lnij>cria( Bank or the joiiit->»l<H'k bank to attract sulBcieiit capital to warrant 
their (icoing and Htarting a bram*h in the interior. 

*i. — It will Im) really very difficult. 

Q, — 8o you atlniit that it is l»etter that we develop small hanks of our own 
for Uie t>tiriH)ee of increasing the facilities for internal trade? 

A, — Ye«. 

Q . — Yon say that in regard Ui the joint-«toc*k banks and the imperial 
Hank i>i»f>ple get worricnl at the forinaltties that they have to undergo. 
What an* the formalities that the ftnp<;rial Bank and the otlier joint-atoek 
banks riNiuire the (*ustoiiH*r to go through other than an ordinary bank 
wdiieli rtM|uires some formalities to Iki observe<l Indore it giv«^ money? 

A . — They want double signatures. Again in chwpies and all other things 
they do not allow a man to sign in the vernacular. Hefoi*t% signing he iiiust 
g<» t<» the bank agent in perw)n and must sign every <hcMjue if he want^. 
Again iMdore ojiening accounts they wdll enquire so many |HH»ple and they 
Hill get the information from the eashi<'r ami if the man who wants the 
inoiu*y cbxss not get the favour of the <*ashier he is not allowed the crcnlit 
hy the hank. There are also other things which stuml in tlm way of the 
illiterate man from upproucliing the indigeiiouh liankei's. 

Q , — Do you think that a man wdio cannot lead and write <*aii ojhmi an 
ue(‘ount in a hank tike the liii|>erial Hank or ilie National Hank? 

A. - There are so many inerohauiN who are doing a large business without 
lieing able to put their signaiuren in English. 

(J, — In wdmt way do you want to minimise tlu*se fornmlitie.s ? 

putting in the hank hH*al |H»rson.s who are well ac*quaintcHl W'ith 
the merchants. 

Q, — Hiippom^ you start a hank in a small place. Would you not go 
through tnese formalities, making enquiries of a <ustomer wlio is asking 
for a Toon ? 

A.— Yes. 

Q. — (J4'rtainly any enquiries that a banker makes is strictly cviitidential ? 

A.' — Yes, but they do not take lare to do all those things. 

The ('hairman: Hut your compinint was that they take the trouble to 
eiic| 11 i re ? 

.1. Thc\v do not make any (sinfideiitial enquiries in I'Cgard to the Niualler 
merehaiits. It is only with regard to the first-dass merchants that they 
make any enquirie.s. 

Mr. Gotxila Menott : (’an you quote an instance of a small hanker wdjo on 
going to the Imperial Hank to open hanking ac‘<'ount wiis refused a<*eommo- 
ctation ? 

.4.-^There are a number of small merchants who had Ix^en refused accom- 
modation. 

The Ghn'ten\iii\ : Is it benause tliev are unstable? 

A. —No. 

Mr. GoimUi Memni : Probably the enquiries made by them might not 
have kHMi favourable to the small ti add's you have now in view? All that 1 
can say that every hanker is expected to make enquiries of a customer anci 
after being satish^ that he can i)e a fit constitueut to entertain relationship 
wdth him. Do you not think so? 

A.— Yes. 

The Ghuirwuii : You are .suggesting that the Imperial Hank is refusing 
to do business P 

A. — 1 do not say that. On the other hand they want to do business on 
a very latTce HC'ule. 

0 , — You say that tliey do not ac^cept the clients? 

A — They want only the fii-st-dass merchants and they do not encourage 
the sm^U merciiantd. 

f . — You say that the niercJiants are c'onstanilv failing? 

, — In that cM>nnection I had iuother idea. local indigenous bankers 

who advance money to the small merdiants would have converted their 
liquid money into stocks supi>o8e. Then suddenly as these hankers come and 
press the merchants to pay the small merchants are in ne^ of money to 
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pay ofF their money at onoe and finding Uiey are unahle to do so at «ueh g 
fciiort nottf'e fail in their hnsineea. 

Mr. itoiMtla Mrntm : You say that in the opinion of the hank tliat if 
a certain person has IxirroacHl to the hilt from the indigenous hank, he is 
not entitled to have husiitem iransac^tions with them. In it not 

A. — No» No. ft in only after ascertaining that theae Imnks do not afford 
him facilities that he ia forcetl to go to the indigenous l>ankei>. 

Q, — Can you quote any iwstame where a man who had sufficient aeciirity 
was refused accommodation? The l»anker*« husiness is to find out whether 
the dealings with a const itnent would lie safe and it is only when he is satis- 
fied in regard to that that he will optm husiness transtot ituis a*i(h Iniu 
That anyiKKiy will do. Is that not so? 

A . — Generally the ]M'oplo feel afraid of the fonnalitit^s l>ecause they are 
not able to understand and so they do not go to the Hank saying ‘ why diould 
ae liotlier ourselves with sm’h things?* 

Then it is not the bankas fault *r 

.4.- “No, it is not to that extent, 

— It is said that tlie Imperial Hauk is .showing a preferems> to Kuro|>ean 
merchants and also to the Indian merchants who are exporters to Kiiro|»e. 
What is the s|KH‘ial preference vou ref*‘r to? 

.4.-- It is onl> in regard to Uuuling money. 

0. — On what? 

A . — On gmsls, lien' generally the banks grant ojmmi loans to European 
inerc'hants and (In* |K*oplc who ar«* <{eiiliitg in litieign export irjnle 

O . — Even 1^) Uie Indians? 

.1 . — T<» some Indian inerchanis. 

Q — They do not make any distinction to that extent IkHwcmmi the Eiiro- 
f>ean merchant and the Indian merchant? 

4 . - They give to all KnrojHvin inerehaniH hut only to a fi'W Indians and 
that t<.K) Tn»t to U)e same <*\lenl. 

Do you know tJiat in the caw' of them* Kurojw'nns the cr4Mlit starts 
from tJie head of the firm fmin wiiicli fhcM' hankto's rtH’civi' direi'fions. 

That is intistly done in tin* ca.se of exp<»rt husitnvis? 

.4.-- It is itfih/ done in the com* of export hiisineH,H. 

Q . — In the case of cxf)ort husiness are you not aware that the importing 
firm in a fortdgn <'onntry (leuies an e\f»ort cre<IU on the other side? 

.1. — For o[>en loan also. 

y — Do yoji know Jiow this exjM>rt husiiiess is done generally''^ Even 
Indian export merchants have got cr€s.lit creaU^d through the exchange banka 
and it is against that crinlit that they ship the giMals. Is that not so? 

.1 . — They get their (ii'dit in that way. For exninpU* in my «*asc\ I ex- 
port senna leases Ameiita ami Kwetlen. f am able to store' the leaves in 
my gmlown ami get the cre<lit on the strength t>f that. Hut the ordinary 
meri hants do not get that fa<‘ility. 

Is it not |ooh:ih)\ )m‘ <liie to the lact that in the opinion oj (In* 
hanker yon are a latter ciist<nner than the smaliei nno dm n ( s 

4 — there are better |K»o|)le than inya4*lf who are iio( able to g«t 
money from the hank. 

Why? 

.1,— TiecauM‘ thes** hankers Uiink that they are not able t^i do their hn«i- 
ncma in wife way. 

Q . — Have you got an export creilit from the linn to whom you are ex|K)rl- 
and is ihni not inttmatecl to the hanker here? 

A . — T do not have the credit formally. I ship the gmsls first and then 
f get a letter of cnxlit. 

Q Is that raijsed by the foreign firm? 

.4 . — Ye«. 

Q. — That moans that hanker ivho ailrances is giiaranU^Ml hv tliat 
Iwtter of credit? 

A . — Kvon liefore that, T piirehaao tho goock and aiock thcuu. As a<w>n mm 
I do that I am able to get Rk. HAW) from the National Bank, ft is oidv 
after that that tiie letter of credit exmea. 

(J . — la not your letter of crtnlit granted hv the foreign firm a running one? 

A. — No. At times I lidiid 100 baloa or SSOO, 



870 


Q. — Alotif^ with th^ir ]ptt^r of credit do th<*y not Ray that thay bar# 
rais^ credit for vou in the National Bank or anv other bankP 

A.—Ye0i. 

Q.—Hit ^vour hank knows the credit that has lieen rah*e<l on voiir behalf P 

A . — It i» only after I get the credit and I have sent tin* gooda that I get 
the letUn* of ( r^nlit and tlic* hank geta the intimation. 

Q — I want to know whetJier any eximrtor has approachfMl the luink with 
the letter of cr<Mlit and has refu>*^ credits 

A , — f cannot give you specific inatameR. 

Q — ii^ your opinion it is only thone pcniplc who wanted to ship on their 
own nfionnt to a foreign firm that has lasen dec*lined a<'eommo<lation be- 
cause no intimation has l>een received by the bank from the foreign wnre- 
liousr^ y 

/I. — They do md si^nd it on consignment business. 

— I do not H4*e any reason why they should refuse at ‘com mod at ion to the 
other ineichants if they folltnv your methods. 

A. — I do not know. 

— Yon say that there is a preftneme shown to European merchants. 
Do you know' that a hanker will always insist on smne sort of .st»cnrity for 
the money lie advanc<*s eitlnn here or on the otliei side and that the banker's 
rules are verv strictP 

.1. - Yes. 

“vSo, if anylMKl\ had failed to re<*4Mve ac'commodation do you not think 
that it is hecanst* li<» has not Ikhmi ahh‘ to comf»l\ with tlu» terms of the 
liunker y 

d.-^Yes. 

().- But instead of a sinall merchant going to a big exporter, why not 
they go to the small hankers heie and rnis<* credit tliere? 

d.' That is what they ar<‘ doing. 

Koi a small merchant do yim not tliink that it will lie far lietter that 
the money is rnistMl through a .small hanker whose financial fa<‘ilities are 
better known to himP 
/!.- Y<^. 

i ). — Do you uot think that it would he better that business is developed 
on those lines? 

A .—Yes. 

Mi . ThomoH : Will the terms of the small hanker he so favourable as those 
of the big hanker? 

.4. -It will 2 or l\ per cent higher tliiin the raU* chargetl by tim Tmperia? 
Bank. 

Mr. (tiijtiiJii Mt'inm : Do ytm no tiiiiik that when a man’s capital is n small 
he will generally have to pay a higher rale of interest? 

A . — Yes. 

(^. — You agree with the view that it is ne<‘<"ssary for a small man to pay 
a higher rate of interest than a big man. Are you quite <*onvinoed tnat 
theae jKHiple are not getting facilities now laHause they are not getting a 
letter of credit? 

A.— Yes. 

Q. — Then what is tlie |)oin< that you are urging in your memorandum? 

A . — If 3‘ou encourage our IcK'al indigenous hankers, these |>eopie will lie 
able to get more money at a very low rate of interest. 

— What I want to find out i.s whetlier the Titdian merchants have lKH>n 
denie<) tlie facilities that the Euronean merchants are getting. Can you 
give ns a (‘onerete iu.staius* for making the statement? 

A . — I cannot giv‘e you a concrete instance. 

Q. — If that is so, the view Uiat the mercliants of the same standing nr© 
treated differently cannot hold good? 

A . — I quit© understand that this may lie duo more to the nature of the 
husinesK and probably that is the reason why I am not refiis^ accommodation 
wdiereas the others have l>een. 
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Q , — Are th^r^ liki* yon trbo were not able to pcol advuneei 

from tho Imperial Bank? 

ji — t had my own confidential thing{> in Mich inattoi*#* and T cannot diriilg# 
them to yon. 

Q — VTc do not want to knoa* any namoii;, hut a*cro tho8o meixdiants whg 
were deniod afX'ornniiKlnt inn hy the hank in povst>?i<ion of loiters ol credit 
like the ones you had 

.l.--Ther«» ai'o such instances. 

Q . — We want a proof of that. It cannot so easily l>e nc<'epte<i without 
a proof? 

.4. — I cannot pive you any now. 

Thr Chnirman : How many Kuroj>ean firms are there in Tutii'orin? 

A. — Five or six. 

(t— An' thc\ all hijr fu ins r' 

4 — They aie alt very fntus dtunji husiness all tuei the eontinent and 
the other parts of the world The whole tlniui is this that the Imperial 

Hank ami the other hanks get siispieion over the Indian merchants and they 
ol>lij:je only sc>me jMs^ple. They are not in a position to get sufficient infor- 
mation ahout their tredit. 

M f\ Thotmii : Are there any other c auses why such thin>zs liappen ? 

.4 TJenernlly the afzc-nts of thc> hrnnehes of the' Imjau inl liank nc't on the 
opinion ot the* ca^lnc*r »»r othc*r pco'son and thev do a!) Mofs of (Inntrs. 

0. -Tiiit are the' cashiers hnvinj:^ such latitude* nou P 

1 . Yes. lK*caus4^* tho n^ent cIch's not c*ven know a sin^tl‘’ man. 

Thr ('hinnmnt Can \<>n svih^t ant latc* that stateme nt 
A —Yes. 

Q — How lone; is it since the present a^ent has Ian u here''*^ 

A. -He- has he'e'u here for the* past six months. 

Yoti saiif that he* <ha*s not kiicew e*ve*ti a sint'lc man? 

.4, - It IS not exae'tly that. 

— -That is what von said. l>tfl you not 
.1- it Is a I a< t ilmt he* <hM»s mit know most ol llu* riistomofs ot ihc 
Impe*rial Hank. 

O.- Yem are* making a se*riou,s alIe‘cation against an offies'i Are you not? 
.1. 'fhore* are* so many local nu'nhants he*re* who say thc*v fl'» not at all 
kneew the* accMt of the Impel iul Hank. 

Q . — Have thev lann to se'e* him'-' 

A. — No. 


You can hanlly e\|H‘<l liiin ko round and sen* you? 

A. — He ne*ed not ^o round and sc'c* ns. Hut he* can see* us in the rourne 
of the* transac tions or at U‘fist know us. 

Q — You cannot e‘xpf*ct liini to leave* his husinrss and visit other firms? 

.1.” lint then he l<>.sc*s the* chaiu-e of making their Hexpiainfane-e and c;ottitV(;C 
t<i know their position and he w dl not he ahh* to the^ infeirmation al>out 
them. 

O. — Dch's he not j;et sueh information? 

.1 . — He may «et his information only throuj^h his siihordinntf^ offici^ra, 

Q - Are theie* <a.s**s of tlie- iimrehaiils having ^om* to mm- limi and iH'int;^ 
rofusetl ? 

-1.^ — Some nie'rchants of course jro and sc*4* him and talk to him. Hut it 
only men who are welI-verHc*d ami who can talk English freH*lv that no to 
him and talk with him liut not all the tner<hants. 

<J.— Cannot tlie other merchants go to him with an interpreter? 

A . — Tt is not uaual to do so. 


y. — It i.s quite co!j»nion ‘‘‘r th«* riierc4ianis to ko and di.M tjss matt<*rs w ith 
the agent of the hank? 

A.— Yea. 


O- — In that case what cio they do? 

A. — Generally when there is any necessity the Indian inerdianU take 
interpreter, go to the agent and diaeim matters with him 
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0.— *T« there any difficnlty afK>iit that being done here? 

/L — ^We cannot see tJie agent freely. 

— What the difficulty about the Indian merchants getting to know 

tho agent ? 

4, — Generally the Indian merchants do not go there. 

0.— Why? 

^ — They do not want U) deal witli the Imperial Bank IxHausc they are 
not able t^ cope with the formalities which the Imperial Bank wants to ob- 
Herve. 

— Yon were explaining to >fi‘. Gopala Menon that there were no un- 
nsiiai fonnnlitic^s at all. Was that not so? 

.1. — Bill Uicre are the usual formalities and generally even the slightest 
formalities an* viewed to Im* trouhh»some by the Indian merchant.s. 

-But can von get credit of that sort without any iormalities? 

d.-^No. 

Mr. (iiiiKila Mi' non : Yr)u suggest that the renuMlv for all these things 
is tho f i’(*ation of more Indian joitit-stoek hanks. Wliat is the iiniMHliment 
now for starting thes<> joint-st<K*k hanks inannge*d hy In<lians tliemselves ? 
Is there any intririsie diffieultv on the part of the people or do they not be- 
lieve eacli other or have they not got the hahii <>f investing money in hanks P 

A . — 'they have not a(*(|Uired the hatiit of investing money in hanks. 

V. — Is it <lin» to th<‘ iniscondnet in the past on the pait of the |>eop)e who 
})/iv#* heen running .sr)mo hanks? 
is really that. 


Q. — Tliercfor'e is it dm* t<» shytiess of the capital to flow into these hanks? 
How are we to get over this difficulty and start moK* joint-stock hanks? 

4 -\Y,, must intrfMlnce more jr)int-stock )>anks and s(*e that the people 

get th(» confidence that they will hi' run on soutnl and efficient lines, 

(>. — Couhl it not he done hy the peof)lo lhe»nselv<*s in the locality? 

.1 Yi*s, it can he doiu' hv the p<‘opl(* in the loiality. 

Q . — You I'i'plii'd a little uhile ago that investing money in jewellery makes 
the economic li'sourees of the i-ountry unavailahh* for pitMlnctive pur}>ow*s. 
Why not piKij)!!' th(*n invest any snifdiis moiK'v lhe\’ ha\<* in iIk* co-of»(‘rat ive 
moveiTient and in.stitutions liki* that and sttioigthen the movement? 

A. — Ye.s, th(‘y can do so. 

(). — Why have tli<‘y not done hitherto? 

/1.-~Beeauso the movement is cmly of ie(‘(‘nt growtli. 

has he<'n in e\isten<‘<* for the past 25 yi*ars and I do not see any 
leason why ja'ople havi* !iot eonn* forwar<l to further strengtiion the move- 
UK’nt ? 

.1.“ Tlie Government have not inadi* any wide puhlii ity of its existence. 

Q. — But there are many co-operative i>rticers who arc* going round to etlu- 

cati* the masses about tln^ varioiis advantagt‘s of co-operation. Jt is the duty 

of the peojdi* t(» make the best use i>f llu'm ? 

A , — The local ryots are not able to understand wliat tliey say. F’ii*st of 

all Gov'ernmont must do propoganda work. 

Q — Is it not your opinion that the co-o]>erat ive movement should be 
sti'engthenod and expanded iii oid<*r to solve this problem of rui*al indebtedness 
and relieve tlm ryots of their debt? 

A. — Certainly, to a great extent. 

(?. — Do you not think that it is due to the fault of peoi)le who have not 
taken to the movement wholeheartedly? 

.4, — Yes. I agree to some extent, 

Q . — Do you agree that if the movement is strengthened, there would be 
every poasibility of the agriculturists being helped to a gix'at extent? 

,4. — Y'es. 


You say that people invest large amount of money in gold and silver 
can you tell me what it is due to? ' ’ 

A . — Tho primary reason is that they can easily convert it into money. 
They can easily raise a loan on it and satisfy their ui-gent demands. 

Q . — Do you not think that they have no .secui-e plac*e for investing their 
mopey P 
A. — Yes, 



Q . — K it lujt youi opinion that this hahtt of inonoy in public 

financial institution lutist Ik? entxjurajjtHl among tlu^ |KH>plv'* and that tho 
want of more financial institutions in tn^e real cause tor tl«? aiisonix' of invoat- 
ing habit among the people!' 

4!an you tell nu* by aha* nnuins othci than by the cxpansuin of cu* 
o[>erativ€? luovcincnt. can the iiivcsliiig habit of the ryots Ik» develomHl P 
A .- — Ity o|>euing more joint-stoik hanks and individual ituuks. by ottucutiug 
the people in the use of sucJi banks and also by explaining to them the uiipro- 
ductivenews of investing money in jeaellery. the investing halut of ].hc lyoU 
can t>c» develojKxi. 

The Hum hiHH . You sj>okc of the credit on tlu' part ol the Ikorroacr. Y ou 
vsaid that the irtnlit ol tlu* boiioacr is not strong enough to allow him a 
loader raUs is it not so: 

4 — Yes. 

y. — Is it iu)t a tai't iluil iiuiiut'iious iiuiiks ba?<.* Out a" iiiuch i'a[)iUil and 
as mucb Imsiimss as toicigu cxenungc banks- 

suggest the (leatioii (*l iiiori' huliuu joint-stock banks with no 
brunches or witli only one or two biaiulu^s »u places wlaue llic tiatle ot the 
locality is intimately coimtM ted aiul this you suggest, must put a clux k upon 
the IiiijK*rial and oilier loieign exebang*' banks optMung mov bniiulies. is 
the linjHM'ial [tank doing au\ 4*\<l!ange Inisniess;- 
l.-No. 

y. — Do \uu suggest that the liultun jonit~slo(k banks aitb its braiiebes 
b);ould put a clun k on ibe loreigu exihangt' lianks!*' Him is that pt^ssibleK 
.1. — When tills system (omcs into cMstimct'. ibt* fieoplc will naturally go 
to thosi» banks, 

y, — Ale they not bound lo go tt* the extluinge banks i) tliey uant lo do 
busine«vs with loreign eountiies' Would yon not even then iCH|iuro tlio 
foreign exi liange banks P 

/I. — I ill) not say that luieign exebaiigi' banks sboiild not exist ut all. Hut 
I simply said iliat they should do only foreign exchange biisinotiii, 'riiey 
uix) now also donig banking business, they taki* deposits m India and tn fact 
do all the business that an> otbio joint-stmk bank <bK*s m India, h'or that 
j»ur])<Kse only I want that S4*|iuiate Indian joint -sioik banks to be ireiiU^iI, 
to j)Ut a st«>p to the growing tendmn y at least in jilaces uliere new bittiuln’s 

are to Ik> opiooM 1 Mo re«i\ei . these exiliange banks sin-k to dispbue all the 

lUiligeiions banks. During the last two oi tbriH’ >ears, the exenunge bankH 

liave attracleil all ileposils so mmli s«>. that lln? indigenous bankers liad to 

close their fmsiuess. 

Mr. Tfiojim.s: You told us that the interest on ib^pohits given by indige- 
nous banks am! joint-stoik Imnks is very niueb Inglier than the rates given 
by the exchange luink". In spite of their low rates, p<*()[)l(> deposit Targe 
umonntb with tliein. How do yon a<*iOunt for it r 

A. — Generally peojdi* think that exihange banks are more stable tliun the 
other flanks, 

y. — We must lluMetori* make oui' banks more stubie ami < ai ly on Inisineiiti 
in a more l>uhiiK?sslike muiimn P 

A. — Yes, esjKKiaiSy fiy the Government kmding its stippoit. 

The ( hnithuin You say in your written meinorandmn liiut the (Govern- 
meut aro complelcly ignoring the ne<si for Iiaml-«i)inningy Havo they not 
given facilitipi to pei^jile to organic? cx>-<)|>er alive soeietieii for spinning and 
weaving!^ YVhat do you suggt»st they sliouM dor' 

A . — 1 say tfiat they have not yet started anytliing like industrial conceniH. 

y. — Is it for the Government to start industrial societitrs P They can aid 
f)ut not btart theniP 

A.— Ah they arc helning industrial eoiux?rirs, they may aWj help the 
eharka movement and len ^ a helping hand to the millions of starving iinjn- 
nem and ireavei^. 

O.— How? 

‘4. — They can start some big khaddar weaving and spinning lentrirs in 
places where there are facilities for this form of industry and put up a big 
office and employ a numfior of men who eouid weave and spin as they do 
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Very many other induHlrieh in the fndusiriet^ Department, There are a 
ntindKjr of weavei*s in thew3 districtb who have not got sufficient capital. 
Jf Government can start big industrial concerns (not lactoric^ but <s»m*erii-> 
like the present A.l.S.A. of Gandhi), they can not only find employment 
for these f>eopIe, but at tlie same time can Jielp to foster the growth of the 
spinning and weaving industry. They may also finance those infititutions, 
already started by private people. 

f — What can they earn by spinning? 

. — I think tlie>- are earning 2 to .‘1 anna.s per head every day. 

y. - Is tbal a living aage!*^ It is ahvay.s recognized that the Kiiaddar 
movement is only a sn)>sidiar\ occupation to the agriculturists. The agri- 
<*uJturists can K[)ure time lor spinning only for a certain perifxl in the year 
when the eiups have been harvested, but even during the off-seus4in they 
have got various more important work to do. How' can then the khaddar 
movement Ix^ organized in a factory system? 

A. — There are many peoph* now who have taken this as a life profc*ssion. 
There are also various private eomerns now' .started hy (ertuin organizations 
where the kluiddar inuustry is being fostered and it certainly show's good 
progi*e.s.s. H (;ioveriinient is to .stuit institutions like that, f think the m<»ve- 
inent will gain more sfrengtli. through their financial a-s-sistance and organi- 
sation. 

— Where is the factoi v to C(mie? What is the necessity for it? Can- 
not the people s()in without a man standing over them? What is it that 
Gov(*rnm(mt should do? 

.4. — 1 say that (Government .should eome to encourage the industry either 
by their finance or organization by stocking cotton and by providing certain 
amounts to nicH-'t loss in the earlier stages and hy aiding the sale of finished 
pi-oducts. If they liave a mind to encourage this movement. I think it is 
riound to lx* a succt^ss. 

Q . — What kind of financial help do you want the (Government to render? 
What is the co-operative sex iety in Vizianagrain you .speak ahout? 

A. — In \'izianagrani there is co-operative sexiety. 'I'here a number 
of spinners and weavers come am) work. The (Government lielp the society 
hy udvuncing money for ])uiehasiiig eottoii, etc., and carry on its work. The 
society is an excellent sueeess and J am sure any such society started and 
helpeci by (Govcininent will al.so b<» a success. 

O.—Whut is the object of the society? 

.4. — That is a co-operative society and the profits go to the peojile. 

Q . — What is the object of this particular society? 

A. — To improve khaddar and popularize the khaddar movement. 

Q . — What is tlie objiH-t of iiniuoving khaddar? 

A , — To make India produce her own cloth. 

Q. — Wliat is the obje(‘t of that? 

A, — In order to .see lliat the wealth of India do not leave India. 

— If you apply that principle to India, suppo.se England and all the 
foreign countries to-day withdraw all their capital from India, do you think 
it is possible for India to get tho help from foreign countries ns they now do? 
A vast amount of foreign capital is invested in India and if it is withdrawn, 
W'ould not you think that it will l>e great disadvantage to India? 

.1. — Tlio foreigncis invest their capital in India only for tlieir own busi- 
ness and for their own Ix^nelit. India w ill not lose much by their withdrawal. 

Q . — Do you suggest that the object of the society in Vijiamangalam is to 
enable the .spinners to spin and make more money? 

A, — Yes. 

— ^That is to say they should sell the produce at a higher price, is that 

not 80? 

A.— Y^os. 


Q , — But the co-operative societies are consuming societies. Their object 
is to obtain the goods as cheaply as possible? 

A.— (P). 

O. — Where does the profit of the Society go? 

4 . — Equally to every body concerned in the society. 
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— You SUV Uiat tlu* Gtiveriimeiit is iiulitforeut lowaixls ibt* ugtivuliu- 
rists. Do you think that tho A^ru-ultino Depart luont in>( tlo any tiling 

at all towards agriculture h 

*L — Yes. tho care tliey take towards the improvement ol the agricultu- 
rist* is not sufFu'ient. 

Q . — Hut you say that the (iovernment is indifferent. Do not you Uiink 
that a very large amount iKung s|hmU on agriculture H 

.1. — I have not taken into lonsiderat Kill the amount of tluor siKOiding 
in tJie Agricultural Denai tmeiit . I havt' jiidge<l everything hy their I'l'Milts 
«nd aiy complanit in tins n?siK*ct is moix» on the IX'purtinent of Industi tea, 
with partKular iileiene*' to their inattion lowartl-' vua\jng unlustr\ anet 
spinning as supjileineul ary to tiii‘ pom agi icultiinsts. 

Q . — It you take the lioring aiul pumping iiulustr\ a gtaul deal *>1 sum 
is being sjK'iit on that. 'I’!ie> dn «stly go n> intproM* tht' lacilUuss to tin 
agriculture ilasses and everything that the industries <let>artment doi's is 
towards iinpriivemmit of agi K ultun*. I’heii how ( an you say that the in- 
dustries de]>arimeni not remUo ing any lu'lp to the agriioill urists y 

/I. — What I meant is that they are not taking proper care al>oui agricul- 
tural industries ami that (iovernmtoit i'' not s|H'nding more money on that 
as tlicy ought to. 

Q . — Do >ou kiiou liow nnuii (Government is spemling in tlu’ depart mentis 
of agru iiltui i', co-operation and iiulusli i<^ 

. 1.-1 do not knoa the exact amount. 

(,t.~AVil[ it '•Inprise \«>u {a know that the e\ peinl 1 1 u li' on itgr icult ut i* 
and co-operation liavc- her n \er\ \astl> nu rea-ed rim ing the last few \ear>? 

A. 'I’hat may lie. hut I am not awarr' of th<‘s<‘ iigms's hmiig in an>' wax 

suiistant iah 

„ You r<‘fm in xrjm inmnorandum that you lent Us. to oiui w ith 

UMt ames of wr*t land, h» at res ot dr> himl not able to repax the amount ol 

Us. 20. (KX). (’an you t( 11 me at wliat rate of inlerest you lent? 

.1. — 0 per rent. The annual iiicoim^ Irom llu* land is winked up only to 
per cent interest. In 15 years the priiuifuil has swelled to Us, 2J,0(K), 

Q. H«*w w dl IJs. O.(HH) vw< il (<i |(s. *Jt.(XtO m |.'» Mail '. ;-' 

A. — It was lent mi r-ompmmd intere.st. 

“How much did you im an hy xvay ot litigation 

- About Us. 2,0tK). N’oxx I liavr* ohiaintMl a decree for Us. ami 

my dehim eouhl not pay the amount to mv* aiul so the lands have come to 
iiiy poTvsessiou. I tind that flu* iiuoine out of the land d(K*s not ex'en crniu^.^ 
to d per ciuit of in> capital and if I am to Ncdl that land, it will not fetch 
even lialf my amount. 

n — YiiU .said that lie lias not Ikmui able U> repay any thing s 

.1 . — He has not paid actually. 

(^•-"-Why He cmild have paid it if he had managed it in a piO[HU‘ way, 
In one year hi' loiikl have paid the whole amount of Us. f),(XX). C‘outd he 
not? 

Yi*s. if he huil takin projHM care Ik* might havx- paid. 

Mr, For what jmrpose was the loan taken? 

A . — For having incurred a h^s in trade. He did not pn>#»[>er in hin 
agriculture. 

Q. — If ho had made more rdforls in the land, it would have yielded him 
more ? 

A.~Ye« 

Q . — He neglected his agriculture? U tliat not right? 

A . — He was making his fortune hy trade sinc’© he had no other faci- 
lities. 

Q . — Nobody would leud him money? 

A. — As he has already mortgaged his laud nobody would give him m’otiev. 
There is also another dilhculty. It being a zamindari land nobody would 
iend him money on a very easy basis. 

O. — In whose name does the land stand now ? 

A. — It stands in sorael>ody’s name. No oxvner at present for the last thi-ee 

decades. 


I 
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-You are the owner ? 

I, — Not now; it has not »>oen taken in Court sale. 1 am the receiver of 
the property appoinleci by the Court. 

Mr. Gopahi Menon : Any security given? 

A. — Y€?«. 

Mr. ThoffiuA ; You think that it is a case in which the land mortgafi^ 
hank could help at all? 

A.— Yes, 

.— WJiat is till price ot the plot? 

. — From biteeii to twenty thousand rujH?cs. 

(J. — IJut lie owes y<iti a large sum of money? 

^ . — There are also some other properties. He has also some 200 aalt-pans 
whicli lie has mortgaged. 

Q . — You are working now as reeeiver. After taking your anidunt do you 
think you could liHurn to him at least part of his property and put him on 
his feet again? 

A. — -0110 thing we eaii do. Suppose* some more money say ten to fifteen 
thousand rupei>H are investe<.l and if water is diverted from the tank, the pro- 
]>erty will letch u pi iee of lifty to si\t\ thonHand i U|hh^s. 

Q. — Do you pi ()]>ose lo do that ? 

i. -Yes. 


Tlir ChatitiKtii : You referred the dilhcullies in the ilevelopment of 

joint-.st<xk lianks loially. Wliy not start some more banks if potwiblo? 

A. — They can be started. 

(J . — Why is it not done? 

A . — Hero are three hanks. A.R.A.S. Bank^ the South Indian Hank 
find the Nadar Bunk which has got a capital of about ilircv to four lakhs. 
I'hoy have got deposits lur about tiliccn lakhs. 

O . — Haiti up anrount? 

A. — All jiaid up. 

O.- -It is u pretty small bank. Why tlo they not put in more ca}>ital? 

A. — They are able to invt'st only st) much. 

Air. Mr non ; 'riicy are not able to attract more deposits? 

A. — Cienerally tin* lm[)(*riiij Bank helps those who are lending money such 
a.H Nattukottai Ciiettis and people who are doing Inisiness, They treat them 
lilierally. 

Mr. Thomas: Aio ytm speaking of the bigger traders? 

► A. — Yes; not of the sliop-keeper.s. 

77/r Chairman: Who runs all these small banks; merchants themselves 
A. — Yes. 


O . — Do the managers quarrel? 

A. — Not often ; only at times they may quarrel. 

O. — Tliat i.s u seriim.s hiiidruime to the hnsinevss? 

A. — One of tluun is enougli to create difficulties. There must lx* co- 
operation and fortunately there is eo-oporation here. 


Q . — The trouble that you are deserihing are very lare. Do you want the 
Government help? 

A. — Yes, hut you cannot do a gi't*at deal. For example, you cannot stop 
people from cpiarrelling. The Government is onl^- for the Ixjnefit of the 
people and they must lx» heli>ed in all .sorts of w^ays. The general complaint 
13 that the tuxes aix) very iiigli while people are ixmr and their income is 
meagre . 


(The witness then withdrew.) 
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Monday, Srd Febrnary 1990. 
TUTICORIN. 

Present; 

Mr. H. M. Hood, I.C.S. (C/inirttutn). 

Mr. P. J. Thomas, m.a., b.ijtt.. ph i>. 

Mr. C. (topAi.A Mknon, m.l.c. 

Khan Bahadur V. Haitero Si ltan M\ri< air Rahir Bnliadur. 


MB.Ry. ISAAC NADAR Avarj^al, Agent, Nadar Bank, Tutioorin 


Oral evidence. 

Tht^ f^hairmnn YfUi or<‘ iho acont. Nadar Bank ^ 

A 

Q . — How tuanv has tho Nadar l^nnk Kot ? 

A .—None. 

Q . — ('an \ou vjivf* us an iHvount. o{ th<* luwtory ol tho Nadar Bnuk ? 

.1. ~ Tt was startl'd in H>21. Tlio shimdiohUos ran only Im* Nfulars hut 
sharp warrants aj‘(* iss\u>d to non-Nadars hIko. 

O. — ('an >nti fiivo us anv a<s*ount of ils history V 

.1 Nadur ('(Uifomus* wort* htniiK holil pvfM'v yonr luul tho n'vointion wok 
pawM‘<] ovprv tiino that a hank should f>o (vponod lor tho t»unnninily. 

Q — Why ? 

.j — It Wfws to holp the inerehants of their own eorninunity (irst, 

Q — Wfiai was ifie necH*ssity to help tlie inerrhants (»1 your own (s>inni unity ? 

,4. — It was >MHauHt‘ (*vervhody was not aide to ^<‘1 <'redil in nn\ a»i<l every 
hank nn<l espe* ia!I\ in the Iinp«Tiii! Bank it is iifU ea.sy for the Nadiirn or 
any ollu'r snuill nu’ichunts to Kot <*i<Mlit. They have to go thrtuigh various 
channels and that takes time and all that. Thejefon' th(*y wjinlcMl to liuve 
a hank of tht*ii‘ own. Tliai w as tin* pf iiuary ohjcs t . Then there wns a eon- 
ferenro held in 19*20 and then it was tinally s€‘ttled to open a hank in 1921. 
As a result of it the Nadar Bank was regi.sfered in May lOL’l and thf' husi- 
ness was starte<l in No\eiuher 1921. 

(,f. — Is that the full hi.st/orv of the Nadar Bank'-' 

A. — No. That is only the Ix'^inning. 

f -Ho\v were the funds rais4Ml in the first nlar'e^ 

[ly means r>f sfiartK and the value r>f a share is Bs 
iias to hr' .sent along with the application. 

O. — When it w hs first sinrtecl w hat w as your capital P 

A. — AIkiuI Rs._ 70,000. At the conference of 1920 a list was ni'nt round 
and ftoine of the menihers present sulwicrihorl their shares. 

Q. — I do not unrlerstand how the ii<*cr»K«ity for this hank aroM? P 
A . — As I said lM?fore the confereiKs* thought that the fnemlrera of their 
own coinniunity cannot got credit in all the places although they mav 
rich. 


If) and Bv 2-K..0 


f. 


-What do yon want credit for? 

-Moht of them are ♦»a<lers and they thought that their trade could 
I>e expniidcHi and after the rank w'a*» aturtefi it has actually improved the 
ti*ade of ihc^ people. Most of the leading merchants of Tuticorin are Nadar* 
now while there were only a few before the hank waa started. 

Q , — is only open to the Nadars? 

A , — The merabership U open only to the Nadars while the hnsinesa is 
open to all. The shar^olden* can only f>e Nadars hut for non-Nadars aharo 

• For written evidence^ ride page 360, volume II. 
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warrantii aro is^iwecl to the* snnu* value of Rs. 10 hut they have no voice m'er 
the management of the hank. So we have set apart a Jakh of rupees for issu* 
ing share warrantn. We have not been approaching the people for this pur- 
pose because we are waiting to declare a good dividend. 

Q — What is your present capital? 

A. — The paid-up capital is about Rs. 2,54*000: sulj6ciil>ed capital is Rs. 5 
lakhs. 

Q — Why is the paid-un capital half of the .suhseril>ed capital? 

A. — We collected only naif the amount and have left the remaining to be 
treated ns ronei'^^e and the menil>©rs are ready to pay the other half at any 
time. 

Q , — How much has l)een called up? 

A . — Only Rs. 25 lakhs. 

What dividend have yoti paid? 

A. — The highest rate paid so far has Ik^u 85 per cent and the lowf^f was 
6 per cent. TiAst year wo paid 7 5 per c<'nt and this year w^e hope to pay 

per cent. 

How nnicli do you !>o! row ? 

A. — 8o far we lune not borrowed. 

Q. — Are there no dei»oHits in your hank? 

A. — There are five laklis of rupees in deposits with ns. 

Q . — AVhnt sorts of deposits do you take g€*nerally? 

4 — Fixed deposits, savings hank deposits and current deposits. Nfost 
of the deposits are fjxed deposits. 

Q. — How much have you to pay to get them? 

A. — 6 per ('ont on deposits for three years and 5^ per cent on deposits for 
one or two years. 

Q . — And on current accounts? 

.4. — We have got about Rs. .50.000 in current deposits and the amount 
is always fluctuating. We pay -1 5 per cent during the busy season from 
Mart'll to Septtnnhcr and 2 jier ctnii during the shuk season in tin* other 
months. On savings hank dc|)o.sjts \v<' j)ay 45 per ('(*nt, 

Q . — What is th(‘ class of l>usine.s,s that yon do? 

.4. — MoiK'y-lendiiig. cashing che(|Uo.s and issuing drafts. 

Q — On which place <lo you issue drafts? 

.1. — On Afadrns. 

Q . — How do you keep yours<*lf in funds in Madras? 

A. — For collections wo send to the Indian Bank and we draw on them. 

Q — Are they your own huudis? 

A .-' No. e iliscount the liundis that <‘ome to us. 

Q,-~\ou do only discount business!^ 

.4,- -Not so. 

Q , — Wliat is the ohj<*( t of this financing that yon are doing? You saj" 
that you issue drafts on Madras. What is that for? 

A.- If anybody has to pay in Madras he comes to us. 

Q , — Is there much jiayinent in drafts here? 

.4. — Yes. They get shiiiments from different places. Lately it has not 
luM^n much hut two or tlm^c years ago foreign goods were coming to Madras 
and not to Tuticorin. 

Q, — Do von finance the tradei'sp 
A. --Yes: 

— On what term do yon give them money? 

A. — As soon ns the advice from the bank comes of any shipment 
we pay 75 per tent of the value and take the documents. That has to he 
repaid within 15 days. 

Q . — Whnt is your security P 

A. — Only the goods. First we get the bill of lading and then it is handed 
over to the agents and we keep the goods with us. It is a sort of bu.siness 
whei'e w'o help our own people. Wo know them much better than any other 
and w^e know their financial position also. 

(?. — Do you get any a-ssistance from any of other banks? 

A. — So far we have got no a.s.sistance at all. 
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— l>o yon roqwire it? 

-We nert» a&ktng tlie Inijn^rial Bank to oi>en an a<xx>nnt in onr nntna. 
Thev wanUHl all the diiwtor^* to Ni^n. They din not want to do that. 
of iKe share-holders theiu»elve« have dealiniss with the Imperial Bunk, Only 
last week w^e have de<‘ided to jnirrhase Government semirities and phnlRe 
iliem, if nec'e-ssary, with the !in|>erial Hank and open an UiHx^nnt. 

-What forcesl yoti to t'onu' to this dtH ision P 

-tSonwtimes Gi© demand is more Umn mx* can anpply and jennet iines 
we have surplus money left adth us. Pvi. if we o|H‘n an overdraft account, 
when we do not re<tuire money we can pay it hack and we will not anv 
interest. 

<?. — You sjw-ak of your csmuminity men l>einp: traders. What is the prin- 
cipal husiiK^ in which they are e n patted P 

t — They are inostiv jxrnin mer<hnnt,s nml some of them aii* enj^atred in 
cotton trade also. 

Q . — .\re they exporting; cotton? 

A Mostly 1 think they m* 1I to the mills. 

Q . — Are they men hunts or hn^kerv? 

A , — They are rneifhantsr 

Q — S<» thev are hiiving: and sellinpj to the mills? 

W e nay them the money and they pay the money to the middie- 
miildlemen iiay the money to the ajjrii nit nrist . 

(). — You deal with the merchants who hnvs from the miildleinen 
1. ~ Onr rnei'chants have diixH t dealings %vitli Biing;(M>n, Karin hi ami other 
places. riiev have j^ot tlndr own iK'ople there to hny tlu' j^oods. 

Q. — How do you fmarux^ the t ra<le in «x>tlon? 

i . I n l e^ard to t hat w e hmd only imninst personal sei'Uritv and not on 
the scH’urity of the pccmkIs. 

f/. Yon lemi to th«' meix\liants hnv cotton''' 

.l .~ AVs 

t^.--Do von run anv chits? 

.1.— \o. 

T)o the inenihers of your (Hiinmunity nin chits? 

A. Yes. There may Ik? .'M)0 or 40() of tliem w)io have their cnrnlnKS hy 
means ot thcM' <'hits, hnt it is not a rejiular hnsincss. 

f/.- You liave some km>wl(s]g;c of thern^ 

1 . - Yf'S. 

Q - Are there a lart^e nninlMU- f>f chit^ in this distried ? 

-Yes, 1 think there was ^‘ven a judgment hy one of tlie jmljj:r‘s licre 
ahont theM> eliips 

(fh -Yon say that a 
I. -Yes. 'Idle man 


A . — Yes. 
men and tlie 


lar^e mnnlK^r ot |>eople are 
vho rnriK the chit in some 


living on that? 
eavs lends lh<* monev 


and it is only atter he the money hark from tlie })erw»n to whom he had 


line 


♦ ' )t t n rj:h 


tlion/^il it im»\- fair 
that tJie man himself fails or the (hitties 


lent, lie pa>.s the man t<» whom it is 
more. Some of thes<;* men fail 

“Wh> ? I)fK*s that mean 
hreak down ? 

1. — The man himself faiK. 

Q . — Do you fnean to say that the <hit amount is lent out? 

.1, -Ye?>, It is only people of vmall means who pro ia for ihits. Th<»v 
pn> the chit amount at a rnjvee for one humired weeks am! it is easy lf> 
dei-eive them. 

O.— I» the hulk of the ehiU conaistinft moatly of small chitu? 

.1 . — A"e«. There are very few l»vge chita al«o. 

0. — WdiicJi do you call a larpt© chit? 

1. — In ten months they coIUkI Rs. 300. 

O . — Are they mosth moulhly chits? 

.4. — Yes. Tfiey run to thirty or forty months. Tliere are al>«> w'f*eklv 
chits. 

— Ar© there any ehita in which the payment of the instalments is once 
ill SIX months? 

,i, — Yes. there are. 


19 
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-Are there many of these? 
-There may l>e only a few. 


Q . — What would 30 U say in regard to the bulk of tliese rhits? Are the> 
weekly chits, or are they monthly or once in six months? 

A. “—In Tuti<orin and otlier places it is only the weekly chits that are found 
in large nuiidHus. 


f: 


-In regard to the six-monthly chits what do they generally pay ? 
“Kuch chits are run for 10 or 12 years and tlie subscription is Rs. 60 
or Rs. 50 per half year. It all depends on the persons who conduct and who 
join such chits. 

Q . — How many chits w’ill there lie in the district? 

A . — 2,0(X) or d.OOO. I do n()t think that there is a village in the Tinnevelly 
district w'here a chit is not run. 

O. — The village eJ»its are all run wdtli six months’ rests? 

A .—Yes. 

Q . — Rut this kind of eh its does not preponderate? 

A . — No. 

Q — Do they fail? 

A. — No, la‘caiise the foremen are holders of land and that will he the 
security for them. 

Q. — Which type of chits i.s the most common? Is it tli(‘ auction (hit oi 
the prize chit? Do y(ju have* much exp<Mi(*nce of that? 

A. — Not iniuh (‘xperitaice. 1 have known some people wlu) run those 
cliits. 

Q. — Are there many swindles in them? 

A, — Bw'indles are very common in the town. Last night T was told tlint 
one foixunan who insUnid ol paying th«‘ amount on ilu' (ln<‘ dat«’ jK)stpone<l 
th<' payment for four months and that was dn(‘ to th(‘ fact that th(' money 
he had lent to yiiothei' In* could not receivc‘ in tinu' and then he did not ev(‘U 
pay the interest to the party. 

Mr. T/toimts: Is lie chit yon are now having in mind an aindion 

A. — Yes. 

Mr. (iopaln Mrnnn: When w’as the Nadar Bank started? 

A. —Til 1921. 

-Wliat are your hanking horn's? 

A.— From 10 -,’K) a. in. U) 4 p.in. 

Q. — lint'il wdiai time do yon cash rhef|ues? 

4 — Till 2 or 3 o'(‘lock. 


Q- 

A.~ 


-Then vou close at 4-.‘K) in the evening? 
-Yes, 


Q . — Have you deposits in any hank? 

A. — We have deposits both in the National Bank and the Iniperia! Bank. 

Q . — You have current ae<‘ount 8 there? 

A.— Yes. 

. — Do you keep much cash in the night with you? 

— We keep only a very very small amount. 

How' much have you colkvted in the way of sliares? 

More than 2i lakhs. 

Q. — How' much do you set apart every year towards the reserve? 

A. — Of the share amount Rs. 2^ lakhs remains with the .sliare-holders 
and we tieat that as the reserve fund and the share-holders are always in 
a position to pay that Jialf at any time the call is made. 


f 


-You mean the unpaid share? 
Yes. 


Q , — Is it not a practice to set apart a portion of the profits every year 
towards the reserve fund? 

A. — It is advisable to do so and in fact we w^ant it, hut only we are waiting 
for the time when we may have good dividerHi, 


t 


-Wliat dividend do you pay now? 
-From 7i to Si per cent. 





0. -Wniv institution in ooutuuHl to the Nsulav (Vnumuiutv r* 
4 ... Tho shrtre-Jioiders can only l>o the Nadars. 

n — You o|K*n iKxounts for other people. ! prr’^uuiey 
*1. — Yc^. 

l>o vou lakt^ deposits fnnn all i lasses? 

1. —Yes. 


0.-“What is tiie total amount ot sueli dep^Ksil-xi" 

A It is a little over Rs. 5 lakhs. 

(J — What is tho siM'urity on wlui h your hank ;ul\ aiu »'s inotu y ? 
.4 .—-Personal security, 

O.- "Do these* agri< ultu l ists c ome to your hank ami horron ? 

.4 .- "Yes, some. 

(J . — You know theii- finumial status? 

A. — Yes. 


Q . — You say that the lacilitie.s availahli* tor intcMiial remit tame* arc» 
meagre and that there is only the Imperial Hunk and llie Ih>st t>lhi e. Whv 
c annot you cho edop remittan( c*s h\ means ot c-hespuss ? 

.4. — We want to serul moiH‘v ti*om hero to .Madras or at' want to get 
money from Marlras to this plac'c*. 

— I want to know something ahout thc' inetluKl ot remittance's you mak»^ 
m tne I'lnnevcdly district-^ 

Ar — Ry the internal rcunittaiuvs I meant tlu' pr<n'ineial lemitlamc's, 

Q . — Is it due to want ot otlu'i' iaeilituvs iliat you are sending the mom*y 
through the' l^ost ofhee? 

A, — Yes. It I go to the' lm}K*ria! Hank they iluiigc' me om* anna, somc'- 

tinu'.s two annas and tliree anna.s. 


(J>. — Do you think as a lianker that the ideal way ot making remittances 
is hv nuniiis of clieciues or lulls? 

A.— Yes. 


Q . — You liave got an account in the Indian Hank and \(>u say you 
also sending ehoc|ues and hundis collc'cted heue tor rc'alization at Madras, 
'riiereforo is it not hettcu' that instc'ad ot making remittances in casli through 
ilitc^ Post office to pay thc'se amounts hy vvay of chespu's or lulls and thus 
cicuitc' a hanking hahit in \'oui cnstx)rm*rs ? 

.1. — At ihc' end of last year I had to ch'posit an amount ot ihrc'c^ or' tour 
lakhs in Madras and I could not possilily do it hc'c ause there* is no otlioi 
hank to whom I could iasuc' a chc*f(ue, 

O. --You have got an account with the Imperial Hank? 

A. — Yes. here. 


Q , — You us a hanker can educate the pC'opU' hy making payments in 
checjne.s and hills and also induce them in that way to hank t hei r moiu\v in otheu' 
institutions instead ot making remittances through tlic Post ofliccs. (’an 
you not do that? 

A . — The people who deposit their money with ns issue' viuspic's whenever 
they want money. That is being done. 

Q — You say that generally there are no fac ilitie.s tor inteinal remit- 
tances? 

.1. — That is as hetwca'ii oiirsc'lves and the other- hanks. Me* <au havi* 
ojiened a hraneh in Karaclri or- Rangoon. Hut now llit're is nc» iac ility for 
Us exc^ejit to have our- ixunittanees through the* Impcuinl who ehaige us for 
that. 

Q . — Is it hec'ause yon have no accounts with othcu hanks in ifur.sc' jdacc's!'' 
Anyhow do yon admit tliat it i.s a more (*onveri icuit tor in lor making icnift- 
tanees hv wav of bills? 

A.— Yes. 

S . — Yon do not take any soenrity except personal sec-urity from the ryotn 
ieve ? 

A.— No, 

J . — Do you not giant loans to traders? 

. — Yes. We do give them loans on gcKxls also. 



0. — -You »nv vou luivi- no oiiportiinitv to ln»rro» from other huuks? 

Wh.vF ■ ■ 

A . — We want to protced hlowly but ijafely, 

. — You would discount bills? 

.—No. 

Is thfit iKsiinsc \(jnr customers do not like to come to you lor the 
dibeountinft of bills? 

;i. -No. \N’e can jxet bills frmii tboMr who loine to us f(U’ Injirowin^ 
money and then we can discount tliem, 

n — Wily do you say that the Imperial liaiik considers the joint-stock 
liuiiKs as their rival? 

A . — Now if I cttsli a (hfHjue I will have U) |>ay a comnii.ssion of an anna 
more than wliat they would eliaiKe to others and tliat is be<-aus€‘ wc arc 
hankers and ilie oliiers are not. The reason is that they want the merchants 
to come to them dirt‘ct. 

Q. — l>m*s tile National Mank also adopt the same course? 

A . — The only jioint is that tliey want the traders to come to them direct. 

Q . — Are you sure about it? 

A. — Yes. ] know in a c<utain instame when a man came to me ami 
aski'd me to cash a checiue he had, a peon came from another hank here and 
told him that the hank will do the tiling cheaper tor him. 

Q. Are you regularly discounting hundis f(»r far olf places? 

A.— Yes. ‘ 

y." Wiiul ate those phues? 

.‘i To Kai’ut'hi and otlu r pluce.s. 

y. — Do you kno'w that beeauM* you want to remil money for those jilaces 
and conscHpiently they are asking for a higher rati‘? 

I — poi* these small aiiUfunts they do not tiiarge anytliing. I am only 
referring to small amounts. 

y. ---Other merchants may he asking drafts bu* higher amounts? 

j — [ mu uot sure of that. I am .sure that the hank is treaUnl in a quite 
di He rent way, 

y. — To overcome this ilittieully you say that more hanks must lie started. 
Who sliouhl start these hanks? 

.1.— -Tlio Impei'ial Hank is not ai'eessihle to all. not to the pooj’ man, hy 
which I do not mean the man without money l)iit who is not an up-to-ilate 
man. 

y. — Why? The small lianks are inlendetl for the jicople in the locality 
who have small needs. 

.1, — That is why I say the Imperial Hank should help joiiit-stcxk hanks. 

0 . — Of eoui'se you want to create loinjietition by iiaving mure hanks? 
Is tliat vour idea? 

.4.— No, 

y. — Nobody prevents you from starting hanks? 

.1. — People cannot entirely depend on their own eapital. In onr own 
case the Imperial Hank could liave Jielped us. They know us very well, they 
know the status of our directors. They surely cxiuld liuie helpeil us to a 
certain extent at least, Init they do not do so. 

y — What do you mean hv saying that peo[)le are now investing money 
in undesirable places and in iindesiruhle ways? 

.1. — I mean chits and those sorts of things. 

y.-— The major portion of the chits are run liy menials and small men 
wlio aix* not in a position to open bank acrounts? 

.4. — They invest in other places l>ecause we do not give them sufficient 
interest. If they lend that money to some other person, they get 12 cent 
interest. They invest tlieir money in lending on mortgages where tley can 
get a higher rate of interest than putting it as deposits in banks. 



Q , — You leiul moaev on 
I— Yes. 

O. — You have not refuse<l lo lend tor want ot stHuriiyr^ 

.1. — If the personal seeurity is not tpnle satLslaetorv we do not Itnul 
money to them, 

(jit. — hat you mean is that insteatl of people Uieir iiHmev in 

eliits they should put that monev in hunks, lor tliese chkii are instn ure? 

A— Yos, 


Q . — Is there much hoarding ol nimu\v here, liuai'ding of gold and silvei y 
A. — Yes. 

Q . — A good dealp 
A . — Yes. 

Q. — Ts it due to ignoruiUH* ui orar,e for gold oi oi namenlsV 

A. — Tho w’oitii of the people is known hy the tpiaiuity of je\cels tin.c wear. 

— Is it due to the laet that they (‘an rai>.e moiu'c wiihuut any ditli- 
(ulty by pledging tlie jewels? 

A.— Yes, that is one of the reasims. 


— Can yon suggest any way hy whieii wi* (‘an edm-ati' iIh' pincpU' and 
induce them to invent their money in l>anks instead of in gold and hdvm ? 

A. — If niof’e hanks lue opened iti the villages and small pla(s»s they will 
put their money in hanks, (doierully it is tiu' minors’ and widows' monev 
that i.s at presemt lieing hoarded. If they eoine to know (hut tinue is u hanlt 
very near them they will tlien put their mom*v in them. 

Q . — Do you think that this is the only way ol glutting ovei this pratdic'e 

of investing in gold and silver? 

A. — Ye.s, liy the ojiening of more hanks. 

Mr. Ilnvirvil Suffiih Mm it tii r : Can you just tel! me any of lln^ small 

mc'reiiants here haviug atsonnts wiih >s>ur le.ui’v A 1 1' \i>n Imving siu h 

in ('(nin Is ? 

.1. Yes. 


n — To what exUuit? 

A. — They .send ns their surplus moiu'y to the eiedit ol their a<‘(‘ount and 
wiihdiaw' them when they want. 

O . — Do you lend to them on personal .s(*( urity? 

A. — A"es. For inereliants w c* also l(‘nd imuiey on goods stoji'd in godow na 
where it is in.sured and if we art‘ givc'ii tlie kc'vs. 

(?.--That is kc‘\ loans? 

I — We eall it godown loans. Generally it is for d nmnlh.s. W(* idlow 
also open loairs. 

(j — small inereliants in the ha'^aar. have thev aei-ounts with von? 

A.— No. 

O.—Why? 

A. — They go to the hundi simps where iIj(.v can get more inlert^st. 

} — Wlfttt interest do they get? 

-They get 6 tier eeiit on deposits. 

Q . — And for the mom‘.y they take? 

A. — They wuM he eJiarged 12, lo and sometimes 18 per eent interest, 
12 per eent is the minitiuim. 
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O.— Why not they send their money to you? 

1 — We do not give them interest at ti per rent on (tinenl aeeonni. lino 
also lend them money on single signature, hul we allow loans only on doubt' 
signature. 

Q , — Do you lend money on gold ? 

A. —No. 

.—Why? 

. — We employ all our funds in other ways. 

0 . — The Imperial Bank i.s lending money on gold ? 

A. — ^Yes, on solid gold. 

Q . — At what rate? ^ i i 

A* — At the same time rate as tor godowm loans, i tlunk. 



itr, Thomas: 1 suppoKt* you have a rei*crve fund? 
j —We have a small amount. 

Q. — In what form is it kej>tr' 

A . — It is invt^sted in fittings and furniture and business. 


O.— -What is the item ‘Cash wiUi hankorn and on current ac'tount’? 

.1. — We have depositcnl some money in the ( iirrent ac<-ouni with oilter 
bankers, the imjH'rial Bank, the Chartered Bank and tlie National Bank. 

O . — In fixcsl deposits r" 

A . — In 1928 we had put money in the Indian Bank. In 1929 we have 
deposited in the Indian Bank, ancl the lnip<*ii:i! Ihink. 

n — What is Uie amount of your rejvorvo fund? 

A. — It is H.s. M,f3(X). Of course the amount is small and it is a draw back. 
We do fetd it and our directors intend to increase it. But we have got the 
resi^rvo liability of shareholders. 


— You littve have a deposit of Us. 5 lakhs now? 
Yes. 


1 

0. — Do you tluiik that tlu* rt'serve fund you have* and other licpiid as.sets 
would 1)0 sufficient to meet a possible run on tlie bank? 

i4.-“ Borne of the dejirKsits are for ‘A years, and M>me for- 2 years and .some 
for r> yeais and so on. The current acc'ount and savings accounts are only 
lt«. 1 lakh and Hs. 40,000 respectively. 


O . — What <dasse.s of peojrle p!ac*e fixed denosits witli your bank? 

. 1 . — W<* have got these Nadar Mamool. They eollect so much per cartload 
on the goods sold, etc., and these constitute^ a fund. Most of the Xadurs 
and others have also put money on fixccl deposits. 

Q . — What is the kind of help you are expcc-ting from the Impyria! Bank, 
the lack of whicli you are (‘omplainiug of in the nicmorandum ? 

.4. — In cashing efreepu's, the Imperial Bank chargevs 4 anna.s and A annas 
to Iranks. Now this A annas is tcH) much. 


O — Have you nlacecl tlu* matter* before the Imperial Bank authorities? 

4. — Yes. I had intervic*ws with flie local agent, but be said tliat it was 
tlie instruction from his hc»ad offico. 

C.-~Do you know bow th<*y treat other Irrdian Barrk ? 

4.- -Tirere was one instairce of their bank at 'rrivandr-um of which we Ijad 
information. We then wrote to tliern and thc*y told us it was not so. Nenv 
they huve^ got a fixed rate for banks whic*h I say should be le.ss than for the 
public. 


O . — Have you be«*n al.so to c‘aptaue their* busiru*s.s? 

4. — 1 have got Us. 7 lakhs of business. 

The (luilrmnn : Do you serioirsly suggest that thc*y sJiorilcl gr^ e you 
additional facdlities in orxler that you may take their ))usinc\ss? 

4. — They ^dloulcl give us facilities Iroeausc* it is a Govorninent bank, they 
are getting .so much of ch*positrS from Government. 

Q . — Have you got the same c-redit a.s the Imperial Bank? 

4. — Most of the municipal itic>s will be only tcK) glad fo deposit ibeii* 
money with us, becau.se they know our directors who arc* very wealthy 
men. Even the Imperial Bank are aljowing them a large amount of credit. 

Q . — Can you get from the public cle[K>8its at the same rate of interest as 
the Imperial Bank.!^ 

4. — No. We cannot. We have to jray more interest. Of course it is not 
the same people that deposit their money in the Imperial Bank who put tlicir 
money in our bank. 


Mt, Thomas: Havc^ you I'eally been able to encourage the savings 
amongst the smaller people. Have you been able to capture to any extent 
any of the Imperial Bank’s clients? 

.4. — It is generally our own people especially widows and minors whose 
monies are deposited with us. They will not put their monies in the Imperial 
Bank. They either keep it with us or give it to traders. 

J . — In regard to borrowing also tliese people come to you? 

. — Y’es, in spite of the fact that the Imperial Bank is ohi^^iig lower 
rates of interest than us. We charge 12 per cent for loans on persoiial 
security during tlie busy season. Their highest rate is 8 per oent. 
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(?. — How do you account for thatP 

4 — We are more easily a<x'essihle to them. 

O . — you have the >uinu* husiness hoiii's? 

A.- — Yc^s. In my hank the cuj?toiners can come direct to me hut not ao 

in the linj>erial Bank. 

( Vi a i nna » ; Why ? 

•4. — There the cashier is restx>nsihle for all the loans. The A^ent simply 
<X)nsents to it, Imt the cashier is ric8|K>nsil»le. He must sts* that all tlie 
money advanced is repaid, o^therwise he will l>e responsihle. 

Q. — How' is the cashier responsihle P Do yon mean that he harks nil 
hi lls P 

4 — He must approve of all tiie loans. Tlie agent cannot give the loan 
without the consc^nt f)f the eashier. It he dm's so. he is rt'sp<ms»hle. The 
cashier de}>osits not less than Hs. lO.OCK) for the post. 

o\i mean that if a man fails the hank will ('ome down upon the 

eashier ? 

.4.— Yes. 

Mr, Thotnax : Is there any other facility that you proviile for your client^, 
which makes you more readily accessible to themP 

.1. — Our hank closes like other hanks at ‘1 oh liM'k. Hut if at I o’l kw k 
say, one of our customers (s)ines and wants imnuKiiately to ivh'use some gooils 
on loan and return l>efore the next tlay and hy that lu> is sure ti» get some 
ju’ofit of eourst' we ohligi' liiin and ]>ut that tiunsaetion in tin' nest day’s 
account. 


Q. — Does such tieatrnent tc’nd to the inculcation of hahits of pnnctunlity 
among hiisine^^sinen P 

.4. — Tliose are done only at times and that just to oblige customeiK. 

— Do you give more grace days? 

A . — In those cases we are as stri<‘t if not more strict than tin* Inuieriiil 
Hank. 

The Chainnaj}^ : You si\id in the lmi>erial Bank the (‘asliier is lespotisihle 
for all Uie loans P 

.4. — I mean tlie oasJiier and not the shroff. 


(j — ^ cashier is generally a junior officer under training ; fiow is he to 
he made responsihle? 

A.— No. 

Mr, froiMiJa Meuftn: 1 do not think they are rosponsihlt' for jilj tlie 
loans. They aie only consulted with regaivl to the stahility of (he parties? 

4 — I think the ca.sliier is hcdd jesporisihle. 

Mr. Thomas: While* speaking to tlic* (’hairman about the ftmuicing 
trade, were you referring to import mercdiants ? 

.4, — Yes. The man consigns the gocKis from Hangoon ami diaws the hill 
on the security of the hill of lading. We get the* hi)] of larling cndoiMsl to 
us and discount such hills. 




Have you had any difficulty in regard to 
— No. 

— Do you finance agriculturists? 

To a small extent when they come to us. 

— To what extent? 

To almut say Rs. 2,000 or Rs. 3,000. 


these* 


tninsiu t ions p 


Q . — On what security? 

A . — On personal security with double 

Q , — You said your working hours are 
Bank? 

A.— Yes. 


signal iiri*. 
the? same as 


those* of 


the fmjKuial 


— Are Indian husi'ne'smen having any imonvenienci* hv that ? 

A . — They cio ; but we cannot help it. 

Q — In regard to the chits in Tinnevelly district are they mostly prize 
c'hiks iHt auction chits? 

A , — TIIttiy are both. 


— -Is the full amount auctioned? 

the (hits also there are two systems, one is the auction sysWm 
and file other is the instalment system, i.©., 20 {x^rsons contribute Bh. 10 
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a montli for ton monthA for a chit of Rs. 200. A lot in drawn and the man 
who geta it ceta tlie full amount. The otlier is it is put in auction and the 
man who bicw lowest g<?ts the amount. 

Q.—Ih there any other syatem in whic4i the fc«t>scriHer, when once he gets 
the Jot, scn'croH all connexion wdth the fund? 

1.— No. 

Q — jn which class of chits you find the greaU^st amount of corruption 
or loss? 

A . — I think in }>oib. 

Q . — In thene chits, who is the losing party generally, the organiser or 
the siif»wril>er P 

4 — It, Ik the subscriber. 

Q . — Why should those people join the chits organised by fraudulent 
fveople, espcH'ially who have no fixed hnsiness in Tnticorinp 

A . — They have probably no other means of saving money. 

n — Therefore chits are serving the purpose of saving monevr 

A.— Yes. 

Q — VV^hy do you not start more chits like that and collect money? 

A. — W(> ean. 


'.-- Have vou got a savings hank aceount? 
.—Yes. 


<J?. — Do hanks run chits? Do yon think if you do, you will t»e inducing 
jieoplo to save? 

.4. — Yes. The Quilon Bank does it successfully. It was also suggested 
by our dirot'tors to find out the means of working it. 

0 . — Are yon aware of any nidhis running chits here in this district? 

4.- Yes. Most of the nidhis arc running chits. 

O . — You speak of the people investing money in undesirable plaf*es? 

A . — Yes. 


(^. — Do they hoard in gold and jewellery: 
diminishing ? 

.1. — It is diminishing. 


Is the haViit increasing 


O , — How is it diminishing? 

A , — People have begun to put more money into the banks. 

Q . — Have you got more banks in the interior? Do you think that 
will I’lK* i I i ta ii* the w bi k P 
.1. — I do not tliink. 


or 


it 


Q . — Have you opened any branches? 

4. — We opened one three or four years ago. Only during busy .season we 
do money-lending business. There is no hu.siness for other months. 

(,>. — Why do you not open bank.s in other jilaeesP 

4.- — The Nadars are all over the district. They do not borrow money 
for their own business. 


0. — You take deposits and also lend money to the small traders? 

A. — It is going on. 

0. — What is their capital? 

4. — One hundred to 200 riij>ees. They do not want much money. The 
village merchants do not borrow from the banks. 

Q . — Why are you then sfieaking of your needing more banks? Even 
the hanks now in exi.stenoe cannot extend their business? 

A . — In places like Tuticxirin and other towns we can do more busines-s. 

Q . — But your pi*esent business is not very extensive, is it? Therefore 
rather than saying that we require more hanks. I would say that we 
require extension of the business of our existing hanks ; greater banking 
habit. 

A.— Yes. 

O. — What is your authorised capital? 

A . — Our authorised capital is W lakhs ; subscribed capital is 5 lakhs. 
We want money. ^ 

Q. — W4iy do you not sell your shares in the oi>en market? 

A . — There is this difficulty. The management must be in the handft of 
the Nadars. 
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<?.— P<H>plo ar*' not propartMl to vtih-vcrilH' iinKv*s^s lUov havo ^ot a sUai't' 
in t)io inananeinont of ilio hank? 

*-l . — l'nU^'< t>ne has pc«»l a share in the inana^xetni'tu he is not wiUtnix tn 
part witli his inonev. 

Q . — Is thert^ anv spcnini reason wliy yon would t'est!i<'t your hanti for 
your own eoninmnity? So lon^ as your j>eoplo have j;ot a authority of 
shares, won’t you 1>© ahle t4» wnlrol the hank? Why puslt eoinniunalism to 
hanking? 

.1. — Kath ('oinintinity want's for its lonununity nior«' hank^ Onl\ tln n 
people will he in tlie hahit of putting their tnonev in hanks. 

Do you deal with other j^eople? Do you take deposits firun them? 

— Wo are extending our husim^s. Wt' take deposits from all pe<iple. 

Q — Which is your jirim i]ial ohji'et . to do husiness in the husinessiike 
manner, or merely to help yoin* own community '^ 

.1 The (^hjeet of the iusf itution' is not meiply to make nouieN out of it 
hut to Jielp our jx^ople. Self-help first anti help tUhtu s if w «' t an alfortl. 

Q. — If you tan do both, why don't ytui dev<*lop youi )>ank or stOl moi'O 
si) a res ? 

.1.-- As 1 said lu^fore thi'^ was tht‘ outeoim' of tht‘ Nailai Mahajann 
Sangnm. They wantetl a hank of th<*ir own. 

- You say ytni cannot makt' nse of ytiur funds ''' 

.[ — hfuring l>us\ st*nson we have nt>t sufhcient nmnev. 

<?. - If ihert' iwv more joinl-stta k hanks, tavuld yon t‘a''il\ t i»h' to'er that 
diffieulty ? 

.1. — 1 do not think that- 'I’utietu in wants anv more hanks. ( ii-optu a< i\ t* 
hanks will hv more nscfn! in tin* irUtuioi. 

() — Very w t*ll. Ilavt^ you had oecasions to stndv co-opm af i\ .• hanks in 
Tinnev(‘lIyP Art* tlu‘\ i im on ptopei lin<*sp 
A, ! havt* setm only in tin* papers. 

-flow long hav(' yon het'ii the agmit of flu* Natlar Hank'' 

A. — Eightei*?! yc‘ars. 

- He! oie \<>u began as agent, what wane yon''" 

A .— I was in fhe Sontli Indian ftailway ( 'o-opei nt ive Socit'fv for 7] y<*ar«. 

I was then tin* manag<n ol the English Warolionse in C.'oloJiiho am) Hangonn. 

What is till' stiength of your est ahlishmenl 
A. — ffeia* there are thrrs* cUnks, twn p<*ons and m\''‘*h. 

Q. ~Avo they trained iiands? 

.1 , — They were not traiiUMl in ilie hanks. They w nn'e working ns < hn kg 
somewhere. 

You liav<‘ not got asMstants tiaiiied in anv hank in Miidiiis' Dcn’f 
yon think tliai it is m*(e.s.sar\\ to Imve some liaining!^ 

A . Thtni Wi‘ w ill have to jiay more. 'I’his vi^ill om jMirpose. 01 

eoinse it is better to havi* a trained man. 

0.— T hoi>e vou are a salaried official? 

.1 .—Yes. 

Q. — Have yon foiiiKl it necessary fo finance the exporf fia<le of Tiiti- 
cor in ? 

A. — We do not do tliat. 

Q . — Is thef(‘ not nnieli trade in Tuticorin wifh Ceylon? 

A. — We have not been ahle U> finaiue it. 

(The witness then withdr<*w.) 
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Monday, 3rd Felirtiary 1930. 
TUTICOKIN. 

P R B 8 R N T : 

Mr, H. M. I.C.S. (Chairman). 

Mr. P. J. ThOMAB, M.A., B. LITT., PH.D. 

Mr, C. OoT»ALA MrNON, 

Khan Bahadur V. Hamrkd Rultan Maraicair Rahtb Bahadur. 

M.R.Ry. R. SIVARAMA AYYAR Avargal, Mirasidar, 
Ravanaaainudram, Tinnevelly District. 


Oral evidence.* 

Thf* ('hnirrnnn : You have liad a deal of oxperionro in tho 

.4. - Yfs ; in some of the vilfa^e.s in Ainhasarnudrain. 

-Are there many chit funds there? 

L—Yos. 

Q . — Many of them are not working properly? 

,4. — No. Generally as a rule theie is no swindling. Of course tliere are 
.swindlings hut only very larely, 

(>. — Do they often lose their money? 

.4 .- Only ill ]0 out of 100. 

Q . — Wliat is it due to? 

A . — That is due to people not knowing the financial capacity of the 
person wlio run.s. Generally wlien a hank(*r or a merchant is sinking lie 
thinks of living liimself up hy organising a cJiit. That is the only case where 
you find swindling. People must he able to know whotiier a man is solvent 
or not. 

Q. — In the villages are they lun generally hy a man in the village? 

A. — Yes. The mei'chant has not often dealings in the villages. He gets 
the commodities from tlie villages as well as from outside tlie villages. 
Before advancing the villagers must know the conditions. If he has Ikxui 
paying tlie interest due upon tlie debts there is no way of knowing whether 
lio is solvent or insolvent. 


O. — Are there many cliits in the villages lun hy merchants? 

A.— They are run hy landlords, meixhants and hankers. 

0 . — They do not live in villages? 

A . — 'Phey live in villages. F^ven if you live in the village, you may not 
know all about them. For instame take the business in Malabar. Romo 
of the members are living here and otliers in Malabar. TJien* is the family 
concern which is sinking down. The villagei's cannot know it. Tt is only 
in such cases that the villagers lose their monies. 


1 

A. 


-What is the commonest form of chit? Are there fairly big ones or 
small one.s? 

A . — Big ones are only small in number. 

-Tn the villages mostly chits are run on subscription for six months? 
“Every six montlis we have. 

— Very frequently, weekly or montiily? 

— That is very rare in these parts. 

—All are agriculturists. Thev can command money in the town? 
—Yes. Even in town.s monthly chits are very rare. 

-What is the ordinary way in wdiieh the villager gets accommodation 
Wyants loans? 

—In every village there are money-lenders. 


i: 


if he 
A. 


For written evidence', vide pages 322 — .3.*)4, vol, II. 
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V,— <^>f lilt' villag.- Iiionoy in U-iug tliuHii t.i (lu< Iwnks ..tlior tlmiJ 

district towns*' 

A. But tiiat dtH's not drain away the whole money ol the village. 

AVhat !‘ate does he generailv payV 

The ryot ; there are two of |HH»ple ! will take iwds to Im 

actual cultivators. 1 hey may or may not have lund.s. 

— Hy a lyot w,. «n(k'rt,tan(l a iiian who has p.l lamls in tho viHums 
or wiio do paddy trade. 

.1 .—Small proprietors cultivate tJieir own lands. He will Imve 
12 per cent a year, 1 jh'i* (‘enl j>i'r mensem. 

. — What about his pioduitv-' 

. — He soils it to his merchants. 

.—Do they l>onow lifun tiie merchants h 

. — Yes. 

Q . — At a small rate? 

.l.™Th(‘ landl<u-ds uc(<>mmods>te ihcn» it iht'v arc ciiltivulmg iIh’ laiid- 
loitls lands. ()tlu*ra rsc tlnor not sr\i*ral items cn v\liicli lu* goes nii 

liorrowing. He has his grain, seeds, etc. 

Q . — Do you mean tlnit tlu'y do not borrow mm li > 

d. - No. There is a village in whnh I own U) )m*i vr\\\ ol lands hm h div 
and wet. With six Inindnal rnpiH^s I iun able to in roinniodalc ail the 
who culti\ ate my land. 

O . — You aie holding money to the ryotsr 

.1 Yt‘s. I get it altio six months. 

Q . — You charge only 12 per rent. Is tln*re lending on gram rates? 

A.“Xo. Whenever a landlord advaiues inom*> (o Ids ryot In' tjikes 12 per 
(■(‘tit. The loan will he ontstiinding lor six months. 'Die in (mil ciilf nation 
period is only four month.s. So the total amount will givi' Un' landlord it per 
(xmt a year. 

(J . — Is lie sati.st'K'd wdth lhat? 

.1. — Oh yes. 'I’he latnilord is anxious to inuintiiin the <|ua!ity of his 
land and (annot llieiadOit* TU'gl(‘el his li'iiant. 

Q . — ddum why do tlu'v liorrow money from tin* < i»-(»per}U ive hoi i('ti('s ? 

A . — Only in [daces w'Ium'i' tliere art* [u'tty lainilords w lio may not la* al>l(' to 
aee'oininodato tln'in. C'o-opei iit i v<.^ societies atx' not w orking as lhe\ ought Ui 
he in village parts. 

-Why ? 

1 .- — 1 have exi)(*rienee of two siH-ieties, one in AmliiiKiimudniin and the 
other in Goviridapei i. 

Q . — Why not? 

A . — In those jihues tlu' mon(\v does not siein to Imvt' laan hed tin' ryots’ 
hands and the Tiih.sildjii is trying his lavst to na-over money. In Amha- 
samudram the clerk swindled something like Hs. 3,(KKh 

Q . — Who asked him to do that? d'he dinutors of tin* hank? 

.4. — They do not take particular care. In this ease the elcrk lepJiid tln‘ 
money after taking money from a third piirty and eorninitled suicule, 'I hat 
party lost all the money. 

— Do the memhers allow' it- to run in iliat wa> ? 

X . — It may l>e a single ease. 1 say that it is not run as it fraglit to. 

O . — The eo-<)perat iv(^ so< ieties loans in*\ er reach the villagers? 

A . — That is the complaint. 


t 


Q . — llie villagers are ([uite cont(‘iit with it? 

A . — They have to repay the amount whether they liave received it or not. 
TJie Tahsilciar is there to i -cover the amount. 

Q — there a law that they should pay when tiny have not actually 
received the monev? 

ji — Xhey have signed the pajiers. They do not re<eive the money. 

<?.~How do von know that they have not re<’eivo<l the money? 

4 _They say. You refer t<j the pai>ers. I referred it to the actual man. 
That is the difference. 



y. — Then* is the .statement that they Itfkve 'receiviHl it? 

,1. — Helieving in a man who would pay ^itioney hiich thing's take piac-e. 
7’liere is no use questioning it. 

V not they <iU(*stion? 

A . — Tliey question hut you <h) !iot allow them to question. Now it lias 
^ reeovertHl somehow. 


^ (^.- Why? 

A. — BiM-ause they have sigiufil the Im>iu1s. 

(,>.-11 they ean prove that they did n<»t rcHS'ive how are they liable? 

A » — Iversons w}u> have received the amount must have rweivtMl it as their 
agent. Tliere will la* so many diffie\ilties. Hut the tact remains. 

Q . — is it your suggestion that the* c<>-uj»erati ve societies are ot no use? 

Ai e these* two isr>late(l ea,ses 

. — Not isolated eases. They do not work well. 01 ( ouise there may he 
eases wheie th(*y art* woiking well. The Triplicane Urban Uo-operative 
Soeietv' is working well. 

Q . — Is tiiat making a profit? 

.1. — Thev arc* tliere to make profit. Tlu‘v are there to benefit the peoi»l€. 

(‘OJirse it is in pajiei'. 

(?.— “Does it. make a profit ? 

. 4 .- — I do not know. There* is no eomplaint against it. 

() . — What about the money-lenders in tire villages? 

“d . 'I’hey art* getting on tvell. I may tell yon tlnit Nattnkotiui C'lmttis 

not thrive in this district, d'liat is ont* great eit'dit to this district. 

Why is that ? 

, 1 . — HtHiiust* Nattukoitai Chettis art* lt*ndit^fi money at a vt^rv liij^i rate 
(d iptert'st and they \tantt‘d to do business but tlii*y do not succeed. 
money-lending is done on a mort* 1 a\ oiiralilt' and ( bt apci rale ot inteic.st 
Ilian is done by Nattukoitai (licUis. 

J/r. T/ioiims: Your wiilten cvidt‘nct‘ is dt‘tailed and iist'lul. 

.1.— I thank you. 

Q. I liiid that you ba\c* ma<ie detailed studies in rural t‘(ononiies, ('an 
>c»u tell nu* in |•^‘gar(l to the studies you baxr* made* wliat xou regard as an 
('(•onomic bolding in this district? 

kota. It dific'is Irom district to district. One kota is ;^ual 
to ofio acre and si .\ty-tb ree <‘ents. 

Q — Would it l»(* snffieii'iit for' a family of five* |K‘c)plo.^ 

.1.- 'I’lu^ unit oi the area that c-an Ik* siifhcientlx (Millivat<*d with one 
^ pail' ol Indls liy one tenant with the* members of his family is one kota or 
i (i;t ucu'os in one season and there are two seasons in a year. A tenant ow'iihig 
a pail' ol bulls is alile to cultivate d (M ac res of dry lands also in year 
in this di.strict. 

*^ »/) — May I ask what- iuc-ome the famil>' would get from a kota of land? 

.1.- One kota 'wil! yield if it is very good land 36 kolas of paddy for 
both seasons. 'Phey will give to the tenant 12 kotas, i.e.. Hs. 132 a year. 


0.~~ls it sufheient for a family ot live people? 

^ .1. It will not 1 k'. An account of it is given on ]>age 341 of the written 

«»\'idenc'<'. You sec* therc*fi'om tliat th<*re is work for the family only for 17f‘^ays 
in a year- of 260 working days. So thc'v may earn otherwise during the 
jemaining 83 days. 


Q . — That is wh\' >ou have* suggested some means of providing subsidiary 
iudu.sti'ie.s ? 

J.^Yes ; 1 entirely rely uiioii well irrigation. 

(>. — Idle tenant is aide to cultivate one acre and sixty cents with one 
pair of hnlLs and one plough? 

A -Y"es, 

U^ould a family of five live upon the luodut'e of one kota of land? 

i# j*eany an eeonoinie holding? 

.1. — The licriding of 3 aer^ of land is generally regarded fis the average 
economic holding of a ryot, i.e., if he eultivate.s 3 acres of land himself he 
can eko ont an eionomie living. 

Q . — Have you in the Tinnevelly district large landow'nei*s who cultivate 
their own land? 

A . — There are iiianv and I am one of them. 



O . — How inuth laiul do dUhtvaU'? 

.1. — I cuHivato lunirly 75 a<5roN ovory >>*ar. 

O. — Are you luaniiRin^ your wlioto laud undot* your own suiurvision? 

4 . — Thos«* <5 arros aro oultivat^Hl l>y unv Muvant uiuUm m\ own HittHU- 
vision. I have ^:ot some other lands wlnrh are iultivaUnl l.v unants *md 
1 also exereise my sujKuvision over the»n. ^ 

V.— T)o you employ any [uMinaiyals to euliivale ihejM' lands: How many? 

.4. "Nearlv stoon toi the hame-tarm lamN Out ot 7o m i es marly 

40 aei>>s are in ij^ated ami the remaining 40 at res are rainded. Out td these 
.'i-i jures 20 aerr*s are irri;4:atAHl troni tanks and 20 trom uells l>y |»o\M'r litt. 
So tile mimlH'r ol MU'vanOs that I havt* to empU>\ wdl he the mtitilTnim. 
Hoeause iht^ enitivatit>n tan he tarricnl on troin time to tune without any 
jirt^sNure t roin climat ii (onditions he eari nrs on the enliivation on all m'usons 
of the year. So d I have all the laiuls at a paitn nlur spot and ijnd 4 *i partt- 
( lilar souries ot i rrijiat ion . it would l>t‘ easy tor me to i ultivate all (he lnnl>ls 
without tlu* least los'^ oi elheuuny ami wiili a mimmnni immher ol str>ants. 
Hut it is not s<i in the ease ol padd\ . Paddy must he eultnatf‘d at a paiti- 
eular niek ol time. So it wouUI l»e dillieult. \\hate\t'r tin* huinlau of servants 
1 may employ, to eultixiiti' a lar^e aiea ilnnnjj^ tliat jui rt i< ula r time. 

^ — What is the nia.viinnm c*\tent ol laml which one man ean (ulfivaFcf 
w ithout loss of efhrii'rn > 

.4. -It depends on m.inv fa< tor.s. 1 ha\e stated above If all thcsi' 

conditions are satisfied. ln« can eultix at** neail\ ]fH> acres. Some! nm\s an 
ahlo^iarmer may cnltivale evtut 2<HI aere^ if the lands are in one hhak. 

0 .' — Will you he ahie to (M*onomi/a' a ^ood <ieul if yon havi' laiyte furna^ 

A It would l>(‘ moil' paxiiijLt to the ( ultivator if he has a laifto 
area tti: miltivate tlian a small one. 

: ^ . — Is it N'our opinion, tluu’etore. that it is laUtm to havi' a laitd' hoh 
than a small one. assuminji: that mltivation is earned on h\ paid la hour'" 

.1,— Yes. 


— You reiei’ to a certain villa^ce on jia^e 2 ot your wiitleu ivnlence. 
Can you tel! me tlie total extent of the village!" 

.l.---],G^K) aci'es, both dry and wet. 

f,h— How many tamilii's are (lieier 

.1 ,**^'r}H‘re are dOd famdi(*s at the rale ol four jieisons in em h Iioumv 

it not ^eruualiy takcui that an ava ra^ie famil\ <onsist,s of .Hm' 

p(*rsons y 

A. — It is m>t so in the \ dla^i*. I was tin* rnion Chaiinian ami I know 
the ixjpulation. 

What is the aveia^i* si/a* of holding in that vdlai^e!'' 

.i. — I do not know. Tlu'ia* are only (iOt) acres ol naiija lands and flie 
cit'orai;^ holdinp; will w mik at ^ ol an a< r<*. 

Q . — IJoxv many of Ihost* landlords liaxe sniail holdings ami liow nifmy 
large ? 

.1 . — 1 have no itlea of that-. 


O . — Whut is the amount of lent per acre in that x illage!'' 

.1 . — That will eome to about 11 kotas pei- acre, if ( xpressisl in kiml. 

Otfwp-What may lie the maximum yi<*hl in t he saim* land 
A . — About 17 kotas. Yon take IJ tiine.s the lumllojd's income as (lie 
|)ossifde yield out of the (ami. 


— You state that the share ul the tenant is now-a-<lays diminishing. 
Why is it so? 

A . — The shaie is diminishing 4’he cost i^s increasing. Hy uin‘inployti1enl 
the ntiuiher of Umants is also incrmrsing everywhere. So, lo-duy a man 
wdio takes a land on leas<* is wcirse off than tin* man w)io txiok ho nnnie years 
hack. In earlier days there w as no comjx’t it ion among tenants. .Vow 
heeaiise of tlio rush of tenauts to cultivate pieces ol lands tlieinsrlves the 
laudlord.s have ceased to cu-t»vate tht*ir own lands. There is tlu'ndore 
competition among the tenants and the tenants w ho were fniid m out r>f 2i ‘ 
and now paid 7 actually out of 21. That is the perceptible difference f no^ 
at present. 

Q . — Ts it advujitageoiis to the ryots or to the tenants? 

^.__Have yon snftieient evidence for the statement that inUoi^st Jates 
the molestations from the landloixls. 



Q, — J)o ><>u not til ink that theses !ea«©-In>lders gain little if thej- work oil 
horrowod ca[>itnl at 12 per cent j* 

*4. — Jn the lea.sc-hold s^utein, the tenants do not so imich mind abaut pay- 
ing a little more rent even if tlu^ rent is in<*reased. Here he has got full 
^ eou^trol <»ver the land and pays only I more in 13 than ordinarily he has to 
paV. He niukes this up liy various other privileges op<med to him from the 
land . 

Q , — Is it not a convenient loan for the landlord, inin^iiuK h as fie could 
get hack his money on the threshing floor*" Further, will such sales at 
flattest time enable the ryot to get the best priees? 

.4 -^J^'or the last two or three years, it has not Ihhoi the case. Otherwise 
the price will genfually he low. Hut then there is the reduction of paddy 
owingtto shrinkage if allowed to stand for soinetnne more. * 

y.— That may lie. I think nomuilly the cultivator gets les.s hy selling 
his pafldy on the threshing Hmir. Do you not think that it is hard on the 
part of the landlord.s to do .so? 

4 .-- Hut if yon allow the tenants or the i ultivators to take away the 
jiroduce and enable them to repay suhseqiiently when Uie market is favour- 
able*, theie is no guarant(‘e whether they would not sell the paddy tp ||k) 
triTdc^' shoj) hardly. The safe.st eour.so for the landloixl is to demand iSie 
pad(J.V mi th<^ thresliing floor. 

Q . — Are you, then, enabling them to get tlii^ liighest market value? 

4 — ^Yes, W(‘ enahl(‘ them to obtain tlie highest market value on the 

; — If the maiket valiu' on that day is low, would yon allow* them to liold 

^hVi reproduce for sometime and wait for a more favourable market? 

.1. — Tlien' is not likely to he much difforeiMe in the market, even if the 
•^produee is allowed to he held. Iieeause the Umant |^)ays his rent ih ki^d. 

* Kveai tlu' mercsluint i^xpeets to g<‘t only IH per cent for the whole year and 
at the setthmuMit tlu'v maki* a !(Mluetion of 15 per cent for niercluuits profits., 
4'hat will h(‘ the only loss for them. 

Q . — Would it not he better for the ryots if some intermediary like the 
co-operat i\'e societv nie to take the paddy and pav tJie landlords? 

i ■« ' * i . 

A - 1 OS. 


loi 


.— -Then, why not the landlord himsidf do it? 

. — It all (h'pends on the mutual trust ami coniitlenci' 
and the ryots. That is the very thing that is 


there can he no loom for any grievance for either parties. 


hetw een 
lacking, 


the laiul- 
atherwdso 


Q — You tluMt'ldio think that, the landlord.s are dealing witli tlie tenants 
not on pun^ casli nexus, and that there is little benevolence attaching to ^t? 
A . — (^uiie so. 

0 . — At what rate of interest does the landlord borrow*? 

V -d. — He is hoi row ing at the riVte of It per eent and lends out at 12 per 

cent. 

Q.—~\on thereloie agree that the landlords })rofit hy their transactions 
w'ith tenants in two ways, first hy lending tliem at 12 jier cent money which 
1^'“ ihey^ had burrowed at 9 ])ei’ cent and secondly hy insisting on them to pay 
stlwi r rent on the th resiling flcK)r. If you start fi mutual heiiefit agency like 
the co-operative society to help iliem to market their produce and to lend 
them for the' cult ii ation expen.M\s, do you net tinnk tliai tlu* tenants will he 
hotter f'lff than they are now ? 

4. — Hut it .should he noted that the ryots will not have sufficient incen- 
tive to ojien co-operative societie.s, because they may he lo.sers hy niisinanagc- 
menfi, 

Q * — Is it not the duty of people like you to help them in such matters? 
You state that the interest on money has lately imreased. Is it not due to 
kiK'k of cnxlit facilities and would not the opeming of co-operative societies 
to reduce the raU^ of interest? 

y Ajr^The real reason for the increase in the rate is that all the village 
laibhies afe being drained away to towns, mostly on commercial c'oncerns. I 
Ttn%w^a major portion of the village money in mv taluk has been drained 
awaj^to the West Coast and tlie towns in Tinnevelly district. 

Q , — Have you sufficient evidence for the statement Hiat interest rates 
have risen higher P 
4.— Yos.^ 
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. — Are yon ^poaking from oxiM'rioncc? 
Yes. 


<?. — Do no# yon think that oven in the towns tho intorost rnt<^ have 
increased ? 

.4*-^Thc rate of interest in tho towns has always Ikhmi high Iks ;ujsa' the 
tow^ is a comuiorcial and industrial (xmtro. In villago juu is \t li;us n«>t 
1>oeh so, before. Hut now* it has increased on urcounl of nngration of ^ lUngo 
funds to ih^' tt>\vns. 

Q , — ^Do not you think that in the f'ountry parts there is hetter seeurfiy 
than in the towny Then why don’t tho people invest thou money in \ ill ages 

A. — Every hanker in a town expects to a i^et pi.iht (»f S tA 

c'oiit. He must lu^'essarily ehnrge rates up to 15 jum {o U ave a nmrgfu for 

had debts and risks. In tho end he actually realizes, on the jin ei age 1> per 
cent of Ills ('ai>ital which he would not get, if he w<‘H' to Icml it in a village. 

O.— Is not his money more secure if he lends it on the moi tgagr of land ^ 

, 1 . — Amhitioiis people do not ne<e.ssarily sm' to the secmity. riiev wonM 
even risk their ca]Htai to make a hig profit. 

speak of someone in your written evidem'^v that the father of' 
then>^‘Asent Yieerov — 1 suppose vou mt‘an Sir (diaries \\<mk! the gi ant!fatU*u* 
Lord Irwin— made the ryot to pay higher assesNinents Is it true!' 

. 1 .— Tlio recommendation of the (lovermnent of India was tlie rvotWari 
sottlliinent must l>e made on a permanent basis. 

y.-^A^ou spoke of the markeding of woven (loth niaih* in I'mnevellv, Can 
us how* its marketing is effected y 

.1 — Th(‘ cloth-w ('avers tlienixdv (*s tak(' the 
to 'funjore and other places. 


pr. 


«lic 


d it I I ‘*iii d 1 fi iiev ei 


0. — Who is tlie middleman that finance's the nn'it liant an.l ( an ics on the 
1(1 e r 


'fmtaa.d!.; in 

•s til rough Um' 


trade ? 

A. — -Tlie in ere bants of Malabar. 

O. — Do they come ov*<‘i' IkuoP 

.i.- 'fhe cloth-W(.'a vers themselves taki' thr prodner Iiimi 
M alabar and Tanjoia'. They sell to the p<'opl(' in tlu^r plai 
middlemen who are merchants of tin* r<'spectiv<* plac<‘s. 

Q. — What [irofit do they generallv mak('y 

A.— It is a general fact tliat the inert bant mak«*s a pi old of j>er r'«mt,- 

D per cent on the capital and 9 per (ent on the prudmc. You may lake 
tins as a rule. 

O — Who finances trade of tliis kind? 

A.-— The indigenous bankers, Thert* are two kind^ oi indigenouK hankers 
who finance this trcwle. The one is the small monev-lrmli'r and the ollu r is 
tlie hanker. If a nier<haui d(M*.s a large business lu* gin's to big ninm»y'-' 
lenders. 

Q. — How* many Vmnkers of tlie first edass havi' you in \nihasamudram p 

.4,— About 12. 

Q . — Are there not people from K alladaik uri( hi who finame Ihe triidep 

A.— Yes. 

L — Do thev send drafts? 

-No, 

Q . — Arc tho hankers in Kalladaikuriehi doing their hu^inos.^ elscvvheie 
than in Kalla^laikurichi P 

A. — No. They have .settled in Kalladaikuriehi. 

Q . — You spoke of the Natiukottai C’liettis in tliis distri(t and said that 
you will not Ik? pleased to see tJiern doing Im.sim-ss tlion^y Is it not sop 

A. — No, T said that their hiisine.ss is not thriving Ixvanse tliey have to 
face a great deal of competition from local hankc'is. 

Q. — Have the hankers in Kalladaikuri( h i inori* business in tho town thnit 
in tlie eounti^*? . 

A. — They Jaav'e business both from the interior and Ironi oiilHKie. They 
do not open branches in tlio interior, hut the v’illagers tduuiisidv I's from thu 
interior apply for loans to them in the town, 

P. — Do yon think that the terms of tlie Chettis an* higlierp 

A.— Y^es; 
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O . — Do you know wliat the C’hettrK charges are? 

.1.- I'ho ChettiH arc* IlctvaiKtnji to ilic* in(ligc‘nous hank^ rather than 
to private individuals at choujyer rates of interest. i* 

Q . — In the case' of these' money-lenders, how much do they 
A . — 9 to 12 per cent. 

n — Wliat is their security!' 

-1. — Only on pcrscuuil securitv men % ho ha 'O not got j > rope r1yfAi% charged 
a>»gh ratp. ,,, 

*1 should like to mnk<* ono siiggeslion finally to miiiiniisp tlie diffipulties 
the ryots in the* village's are suffering undc*r. The laud revenue assessment 
is iHtjng eollected at a time* the money market l>e(‘ome*s tight and on account 
ilie several itc*ms of expenditure ineeirre'd hy the pc*ople, seuious hardsJiip 
is neing fedt i)y the ryots. The ite*ins of c'xpenditure incurrc'd hy villagei'S 
are found in the* summe*r months of the year, and that is a very h;^ei|||i|^ 
when fjiov e‘i nrnc'nt also pres-s for j»ayment. During that ja*ri<Kl the money 
hc'cemu'H tight. 7'hc* r>otN feel it highly difficult to go in for money. Tlie 
pad^ is not harve*sted at that time and ♦‘ve*n if it i.s done, the market is dull, 
a c<mcrete e'xampU*, \e e have* in our village GfM) acres of Tianja*^ljiUlds. 
^)Out 70 j)C‘r cent of Uiese lands are harvested in Sc'pte'inher. That is the 
tirhc* wlicm tlui moiu'v matket is dull. In h'ehruary and March the uuirkaukds 
foimd dull. If (ilov(‘riimeMt instead of eolUating their assesssme^ 
Fefifhiarv onwai'ds in 1 months, divide the period into two instalme'uts, .say. 

at S<‘pl('ml)e*r and Octola*!* and another at March and April, tfM^t will 
«inake eolleetion vei v eusv and minimise* the* hardship of the ryots. We have 
U(*arly to pay 1 lakh and o() thousand laipe'cs in Amhasamudram during 
four months. 

The Chdirinnn : Have* yon made any reprevsentat ion to tliis effect to the 
Collector P f 

.1 . Some* vears ago I moved this matt<*r, hut with no (‘fT(*et T sa\ .*tt wmiilcl 
4e V(*ry (‘asy for ns i) tlie kist is eollc*('t(‘d in two instalim'nts ns .said Ifihove. 

^fr. Thofiidn : Yon have* give'n a comparison ed the* coiiditions of a village 
hetwe'en two p<‘riods, MH)0 and l!t29. Can yon t<‘ll me the name* of tlmt 

P 

/fV— It is inv own village* and its name is Ravanasamndram, 

(?.- AVhat are* the caste's of the* pe*of>le living there* P 

A . — All caste's, Rralimans, non-Hrahmans. Muhammadans and Pifnchamas 
live tlu'iec 

What percentage do the Rrahman.s constitute? 


.!. — Ahont 10 per ce'ut. 

Qf^\ou say that in that village the* oxiienditnie on ednefftion 
. I ..“i0,000. What perleal doe*s that cover P 

,4 .-*-"T.hat denote's tlu* amount s|)e'nt during tlie last 30 years. 

Q . — What propoition of it has hc'cn spent hy Rridiman.sp 
A . — 1 cannot snv. 


<9. — How’ did you work it out? 
4 — I prpit. the nnmhc'r of fuen i 


A — J the nnmhc'r of fuen who came out of the institutions and the 
Humher of the students that are still studying and woiked on iny own 
ealeulations. 


Q . — Do yon think that the purpose's which you have ennmeratodfewid the 
proportion of the funds tliat yem have given for e{\ch are* repres0Bfetive of 
thl^ V'hole district? I want to know the* proportion of such villa|$9«. 

.1. — In the Amhasamudram taluk there are ninety village's Jd>out 

tnflnty villages will he of this type. 

^ O . — Is the* hahit of using jewellery on the increase? 

4 . — Yes. 

(f . — It has lu'en said to he on the decrease in the towns and just now 
one df the witnesses said that the hahit is diminishing in Tutieorin Do you 
^ot thfnk so? 

^ A . — Prohahly last year there may have been a decrease. But on account 
of that it .should not l)e said that the hahit is diminisJiing. What has to lie 
done to compare the increase or the dec'i’ease for tlie last te'n years and if the 
general tendency is to de<‘rease then we can say that the habit is decreasing 
and not if in one year alone there has been a decrease. 
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Q. — Tft^king ih© pa»t ftv© rfurs whAt i« your opinion? 

A.' — My opinion is that the Jitot^meni titoi the habit ia (Itmini^bing i* noi 
correct. 

y. — (^©riniil classes of people who never naeti ieweU lief ore now ua© them 
increiuiiiigly^ 

class is now using more jewellery. 

Q . — When you say tliat the increase in income is not very much and that 
A good plifl of it is taken up in tlie purt'haae of jewellei'y, is it not clear Umt 
they atj kipping their money loc^keci up in immobile sourcoeF 

4. — That i.s a habit ot the iieople which i.s regrettnMe. ;,y 

Q . — Bxit seeing that education has spread so much in that village, how is 
it that the habit ol using jewels is on the increase? 

A . — T do not know wJ)other inlucation doe^ enough to prevent money l>eing 
invested in jewellery. Unless the ladies aio oducattxl things will csmtlnuo 
i# Ih^ as they are. 

Q. — I.s it not the men w’ho supply jewels to the women F 

A . — For the simple asking the men will prt)vi(le the women with jewel- 
lery. 

9-~^Are they ro hcnj)e(‘ked ! Why do women care so nnich for jewellery? 

■■'■,-^A . — That is the ouly kind of property which a woman (‘an Imld as excJu- 
sfMy imr own. That is the Hindu Faw on the suhj(M*t. If tlu* law is chattgc^l 
I do not think that this habit will <>ontinue. In the |n\st moiU‘y was being 
inv<‘st^l in gc^ld. hut now it is investcsl in diamonds and there is more of 
ilep relation than before, 

(Via irtutni : Oenerally diamonds apprec iate, do they not 

A . — Now and then they may aptirecinte in valm^ and the depreciation 
al«o takes placx'. Tt is always fluctuating. 

S Mr. (rOjHila Mfnon : What are the different kinds of nmney-lenders in 
vour 

:!.-~-We know only the indigenous hankers. 

Q . — For financing the villagers? 

.4. — There are two kinds of hankers, the indigenous hjyikers doing husiiu^s 
on a large st^alo and th<* small hanks which arc* simply monev-lenders. The 
hig hankers accommodate the small hankers and also tlu' general puhln . 
They take' hundis and also remit money from one place' to another, 

(i^. -Are there not also joint-- V*c)i anks in the (list i it r -.m h as tlu' N'.uhfl^ 
Bank? 

A. — Ves. There is the South Indian Bank and one or two otln'r hanks 


and 


>. — And then there is the Imperial Bank? 

[ -^Yes. There is not much differeme Iwdween the indigenouH hankers 
th(^ joiiit-stcH’k hanks. 


Q.—Why? 

4 — They do the husine.s.s on the same lines. 

Q . — But is there not a difference in the constitution 4 the two? 


.4. — Of course there is that difference. Again, there are the balance sheet 
and other things w'hicli the indigenous hankers do not issue. 

0.— the Nadar Bank registered under the Indian (Vunpnnit's Act? 

the indigenous hankers are not registered so? 

4.— are not, 

say that the mone.v of the villages flows into the adjaixml towns, 
How' d<rYO" justify that statement? 

A . — Recently tliere have lK»en some failures and the poor |»eople in flk# 
villages have been affected. 


. — Which hanks have failed? 
— The indigenous hanks. 


Q — ^Who^re they? Are they MiiHanis, Marwaris or oUier profe-ssion^ 
money -lenders? 

A, — Some of them are professional money-lenders, 

Q . — ^That is they are the money-lenders in the village? 

A. — ^Te§. 
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Q , — Therefare mucb credit in displikced on that account? 

A . — I da not know the effect of it except that J<m hai< Ijeen incurred hy 
the people in the villager. 

the villagers make any deposits witJi Uie»e moneyJenders? 

A. — Yes. 

O. — ^Wliat is the rate of interest they are giving on these depoeite? 

A. — The hanks are generally giving at the rate of 6 i>er cent. 

Q . — You say that some of these indigenous bankers failed and the rate 
on these deposits went low. What is the rate to which it went «iown? 

A. — To 10 annasv 


0. — That is the leading rate? 

A. — Yes, 

O , — What I u'ant to know is this. You say that the villagers sustained 
hardship on account of the iiioney-Umders. What 1 want to know is a’hether 
the |HM>pIe in tlie locality had deposited any money with them? 

A, — They had deiHwited the money and they hod lent to the hanks also. 

Q , — What rate of interest do those money-lenders allow to the deposi- 
tors ? 

A. — 6 to 7t per cent. 


Q . — Do you tliink that the financial affairs of the indigenous hanks, are 
not such as to create confidence* in the minds of the public? 

A.— Yes. 


(j?, — Have you any suggestions U) make with regard to the creation of 
confidence in the minds of the iieopU* towards these indigenous banket^ 

A.— That can l>e done only by forming joint-etoik hanks. Home yeai*s 
hack I. found the moneys l>eing drained away to the towns and T wTote to 
the Agent, Madras Bank, at Tuticorin, to form a small lioard of financiers, 
one in each firkii. I suggested that four or five of ns would give se<*iuity 
of land for an advance of Rs, :^5,(K)0 nrovide<l they did not diunaml the 
repayment of the priiumal amount ana allow us to lx* dealing with that 
money in the villages. T thought that with the Rs. 25,000 we could have a 
volume of business extending even to Rs. 2 lakhs in tJie village ])arts. 

Q . — That wdll ho the case when you bring a joint--stock bank into existence? 

A.— Yes. 


Q — jjy starting a numlier of hanks do you think you can wipe out the 
influence of the indigenous hanks? 

A —Yea. 


Q . — Even then tliere will still he the indigenous hankers existing in the 
country P 
A.— Yea. 


Q . — When such is tlie case, do you not think that you should create some 
conndenc*e iu tdie dei>o.sitiug [uihlic towards those hankers? 

A. — If they would allow their halanee ahoi*t to Ik* prepared every year 
ami their aocounta audited, they will in.spire confidenc'c in the minds of the 
peoplo. 

— ^Their publication of statements periodically wuU do much gomi in 
that dii'oction. Do you think so? 

A . — Yea. 

Q , — In your opinion should that ho ap{^licd to individual hankers as w'cll 
as to a firm of hankers? 

A.— Yes. 

Q , — Do you think that the indigenous hankers will agree to that sort of 
affgtrs ? 

A, — My own impression is that they would not agree. 

0. — What is the security now for the de|>ositing public? 

A*«r“As it is there is no security at all. 

0. — Can you allow such a state of thin^ to go on? 

A,— It is not left lo us I think to interiere with their dealings. I think 
it will be more beneficial to the public if they allow their a^xniunts to l>o 
audited. 

0. — Do you think that the Government can intervene in such an affair? 

A,— In such cemditVons \t Is the Goverumout that sVvoutd intervene. 



O, — On wh»t wiori' ilo vou want Uio Government Ui intervene f 

A . — ^There is a loss to ibe (HiUiic and it Is the duty of the Goveriitnoiit 
to prevent that public io««. 

Q. — Thy you not think that the Ooverniiient l»eitig tfie custodian of the 
jKHjple^s interest in the country fUuntld Iw resjHmsibki for Uie proteetiou of the 
depositor's interests and that therefore they should intervene? 

A. — Yes. 

Q . — Should it Ik? by nieans of iegislatioii? 

.1. — Yes. OtherajM* there is no way of c?oni|)ellin(^ these jjoopk* to adopt 
u CHJurst? which will infuse coiifideme in the minds of the investing public. 

O. — I)o you think then that they will circumvent Uie laa'P 

A. ~\Ve can tmhew surh a |>OHsibility by providing Uiat if a money-leiidei 
has his total dealings over a particular amount his ucc'OUniM should be aitdiiod. 

(^. — We want only to indins' the bankers to publish a statement of their 
alfaiih |>eri<Kliciilly which now they are not doing and you lary that tlic 
(ioverninent has to adopt .some measure in the inter<*Ht8 of the ^epoeiting 
public. Hut tho question is whether the indigenous hankers woiild circum- 
vent such ii imuihiire or wiiethcr they woukf Iw ugreiuvlile to itP 

.1.1 ( iinuot say hut I think that they may not agree* to it. 

what account do vou fear that they may not agree P Is it iKK'ttUHi' 
Uiat their rate of intei'i'st w ill Ik* rmliUKHl? 

.1.' 'It will [Hohahly Im* like prolniig into tJieir maiU^rs. 

Q. — l.s it your opiuiofi that they do not like interfereme in thoir utfairs? 

4 -Vt*s. 

V- Suppose tliesc’ indigenous hankers me going to ged st)nu' sort of help 
from Covermnent in the shape of money for htuimnng the rural agriculturists. 
Do you tliink that in that case tliey will Ik* iiidiKHKl to submit to this puldi- 
cation of aisounts and statement of alfairsP 

.1. — 1'iiat may U* one way of imliKMng them. 

- Some of the imligenuus hankers said that they are not getting 
suffn-ient h(*lp from tho Imperial Hank and other joint-Kt^*k banks, fto yon 
think that tlu* indigenous hankets' coniphiiiit is jiistihcd in tin* ahHein*^* of a 
puhiicatioii of the statement of affairs by tliem ? 

A . — But the question i.s whether the Imperial Bank points to that a® 
tile reason for not lending to the iiioiiey-lendei's. 

Q . — Jf the statement of affairs were piihlisheil hy tliese indigenous bankors 
<lo you not think that it will facilitate tlu? indigenous hankers in command* 
iiig gieaU*!' ( itKlitP 

A. — Yes. ii will faciiitatt; the transactions l>okwcM?n the lmj>erial Bunk 
and tJie indigenous hankers. 


to 


O . — Are you of the opinion that we inust afford more Imnking facdltlie* 
the numerous towns and vi!lag^^s which have none now ? 


lie numerous towns and vi 
A.— Yes, 


t 


-Therefoi’c yon want mure ileposits to <ome into these hanks? 
-Yes. 


O. — If Uiat be your ohjt»ct, do yon think Uiat uiiltiss the imligonoua bankers 
publish a statement of affairs it will Iw impossible for them to attract mor# 
dejMisita? 

A.— No. 

Q . — Do you Uiink Uiat attrac-ting money to the indigenous haiikors will 
be at the eX|>en.se of the agt ii ulturist? 

A,- — Yes. Because no agricultural landholder can exjieet help from the 
depositors. 

Q . — You say that the professional money-lendei*s are lending. Who are 
they ? 

A. — f mean by the professional money-lenders Uie big indigenous liankcnn. 
The fmiail moneydendera also cal! themselves hanks. Such people are found 
in the village parts. 

Mr, Tkoma$: Do yon mean the orgimmUmd joinUstodk banks? 

.4. — No. 1 mean only the indigenous bankers. 

— Do you mean banks like the 8. N. Bankers of Madura? 

-Yes. 
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Slf. (iofMtht Mt’nvft : w'<? nttrnvi nioiurv t4» tlic**e iiidig4*nou*> 

lmnkei*H- l><> yon think it will at the ol the other iiif»rtga^e 

hunk^?* 

A . — The indigenouH IwinkerH are lending only to merchants, industrial 
j>eopIe and tiie agriculturiKts. 1’he agr!ru!tnrist«> cannot X)ay such a high 
rate of interest an the other two classes are willing to pay. 

Q , — But they are paying 12 per cent? 

4 — Whether they eun afford to pay is ouitt* different from whether they 
are paying. In a conif>otition l>etw©en tnese two |>eopI© the indigenous 
Vmnkers will favour more the industrial class and the merchants Uian they 
will the agriculturists. 

Q . — Bo your fear is whether hy helping the indigenous hankers there will 
Ihj more money in the c-ountry for financing the agricultural and other 
r€H|uirements conne<*ted with them? 

A. — Yes. 

y. — Are you of the opinion that several people are investing their money 
in lands ancl houses? 

A .—Yes. 

Q . — Is that going on a large scale? 

.4 Yes. 

you think that l>.v that the agricnltin al loans have Iwn affecded ? 

/I. -“It is only wlieii the agrieulturist landholder finds it iinjiossible to 
(liscliargo his delit he is selling his lands and the money-lenders pnrc‘huso 
them. 

— When a sale is hronght into effect yon will always find tliat the 
luiyer’s money \H disjilaced ancl the seller’s money is released. W'oukl not 
there lie the wUer’s money always available foj' some purpose? 

.1. — Oh, yes ; money will puss from one hand to another whether it is by 
sale or otherwise'. It will always Ih) available in the hands of the jierson 
to wdiom it has hec'ii given. 

— Are you of opinion that tliere will he money available for iiivi3i$inient 
which has been i-eleased in iliat wav? 

,4. —Yes. 

V*— If banks are brought into existence, do yon not think fliat tlie 
rotation of monev will 1 h^ c'ffeeted much more (luicklv than otherwise? 

.1.— Yes, 

Q , — So yon think that it is iie<‘essary for moie banks in the country in 
places where there are no hanks now? 

A.— Yes. 

Q . — Your view is that^thc'y must he hronght under a system of control? 

.4. — Yes. If there is a system of control, there will Ih^ ])ublie confidence 
raised and the juiblie will l»e prepared to deposit their monies in tlieise banks 
and take money from them ancl the bankers will be in a position to lend 
money at a low rate of interest, 

Q . — Do you not think that in the rural parts the indigenous bankers 
will opfxxsc^ such a state ol tilings? 

4. — Without any {juid imt quo they may object to the system of audit 
l)eing enforced. 

Q . — When they come to know that they are going to be a link with the 
C'entral money market, will they oppexse? 

4. — That will be an advantage to them and they may not then object. 

O. — In that way, liy making them as u link with the central mc>ne\ 
marlcet, say at Madras, do you not think t4iat they will be amenable to 
these conditions? 

4. — If they know that the uccoininodation is favouraliie I think tliey ought 
to l>e amenable. 

Q. — ^What are the important commercial products of this district? You 
say that the producers have no facility to sell their products. What sugges- 
tion have you to make in that diioction? 

4. — produce cotton and I am able to sell it in the mill, hut I find 
several pen^ns growing rotten like me but selling their produce through 
intermediaries who sell it to the mills. 

-Are they not getting a fair price? 

-If there are interm^iaries, naturally the price will be a Kttie less. 
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— Is it your idea that the intenviediary should ho wi|KHl otf? ts th« 
commission they are earning now not a reasonable return lor Ujeir laWirP 

A , — I siiuply state the lat't. 

Q . — What is the leinedy you have to suggest in Uie case of those |>eoide a^ho 
ai'e unable to sell their products to the mill direct? 

A . — Sugar mills are employing agents. We go and collect wherefrom 
jaggery is pnaluc-ed. The t*otlon mills ran also employ their agents to go 
and collect on their own l^elialf hut they do not, 

Q , — You annt an organixeti system of marketing? 

A. —Yea. 

p. — Do you think tliere i^ any |M>ssihilitv for luarkeiiiig conditions in this 
district? 

d.— It is a jaggery ami cotton pitnlncing district. As regards produce 
I think tile co-ojK'rativo institut<*N foi' sales may he of great use. 

p, — Is then* no great ro-operati\e institute? 

A No. 

p.— Is there any goilown sysimn in e\isU‘nci‘ noa ? 

A , — Only for jaggery godown system : hut cotton is woikc'tl under different 
system. 

p. — In co-oimrativo siK'ieties.^ 

A,— No, 

The ( hainnnn : How fur is it fioni Koilpatti ? 

,1. — 1 am veiy near the hills. So I ilo not know of tin* higger cotton sales 
sm-iety there. \V<‘ groa C'umh<Mlia cotton. We sell diii*ct to tlie in ills. It is 
grown as a source of summer ( rop. 

(rojHihi Menim : Do you think that it is lUM essary to have organijiiHl 
marketing conditions to Ik* brought into e.xistciUH.* ? 

.1.— Yes. 

p. — In re[)ly to a tjuestitm put np hy the Cliairnian this morning you l-old 
that tlio primary societies loans do not reiwli the p(K>n*i ryots. What do 
you mean l>y that? 

.1.“ I mil not prepared to tell you all the iletails. 

p. — Is it that the primary s^s ieties do not give loans friH'Iy? 

,1. — I'heie it i>, 1 have saiil about it. 

P. — Wo want to get at it. We hnv<* great faith in llu‘ possibilities oi th© 
co-operati\ institntions in the countries, 

.1. -Every reasoiiahle man (inds it to he so. When put inUi praetieal 
experience this is the result. 

p.- You are a gentleman living in a village ami it is the duty of the 
people there to start <o-opt‘i alive iiisl iiuliotis and help the poi»r pco|de in 
the ('ouiitry. After a lapse of 20 or 2o years if we hear a statiMneut from 
a respoivsihle gmitleinan llmt priiiiury soeieties do not grant lo 4 ins freely to 
ifie ryots it is a thing we have to examine more closely, 

.t . Muncy is iifit rcaliwil h^ the siM-iclx . .Noa ccMOv ii c st<*p.s ai'c iMong 
taken to realise from porsons who have not iXH'cived any money. 

p — Why? You have g<»t the pamhnyatdar to sanction loans? 

/I .— I do not know . 

p. — When the co-ojH*nitiv<» movement wa.s started it was ueeepted hy 
Governiiieiit that men of considerable ability and intelligeiie© would take up 
this inovenient and work up and redwin the ryots from the cJuUJies of th© 
money-lenders. 

A . — People here f^msidenM to In* re.H|)©<'tal)le had taken the hnsinoss. 
Persons who are res|>e<"tahle and considered to Ik* resiR'ctahl© arc different. 

0. — Are not th© inffueniiai landloixls interested in their ryots? 

A. — ITes. Biich ryots would not take loans fnnn the eo-oi>erativo societies. 

p. — Infixiential landlords must co-oi>erate in running the societies in the 
interest of the ryot^ 

A. — I am a resident ot th© Amhasaniudram taluk. 

p. — Do you not think that men f»f all ciabM*s should step in to increase 
the material prosperity of th© country? 

A. — 1 am anxious ’ about it. 
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Mr. Tht^tus: Dll yoti put the biaiiio u|h>ii Govemiiieni? 

A . — They f^houkl h«%'e Uken rare te give to profier periiouif. 

The ('huirmun : They mean who? 

A . — The direc'tor8 if not Uieir agenhi should repretieiit. 

y. — No Goveniiiient wjr^'ant liaa anything to do with the ex-uflieio mem- 
l>er« ? 

A . — When an attempt hah l>ecn made in a partitmiar plaec i think the 
lirht function of the co-o|H?rative t>£Bc*ei* of the district ih to go alxiut those 
parts and from enquiry they must find out from influential and non-influ- 
ent ial [HiiHotiH the liest sort of materials he <*ould have from them, 

Mr. Ooffala Me non: If that Ik* the cuse, how are you to remove the 
present ugriculturul indehteiJnesH? 

A . — They will have to find ways and means. 

Q . — Only liy c*o-oj)erative help? 

/i. — Yes. ifv getting money at a eheuiK*r rate of interest anytlinig can 
Ih^ redeimuHl. 1 have suggeHtiHl in my inemorandnm the lormalioii of smalt 
hanks in village parts and the foriiiation of land hanks for the whole of the 
taluk. 

(J , — You suggestetl that Ooverninent should help the land hank with a 
iiikh of j upecs at A per c**nt. Do you know tie* steps that the Ooveriintenl lias 
taken w itii regard to the Land Mortgage Bank? 

A . — 1 wroU) this hefore the Land Mortgage Bank was starU*d. 

y.* ~l>o you not tliiiik tliat the (vntral Land Mortgage Bank would he 
uhle to do work which you have in view ? 

A. — Yoti will have to ac<.*epi aid from the Oovcnmieiit now and then. 

— You know the Government has guarantt*ed interest 0 per trnt on 
dc'lKMituiTs? We are going to rniKc in the next five years dehoniures to tlie 
e.Ntent of fifty lakhs. 

;l. — Whatever may Ik> the amount you e\|KH t Uie (ouernment to guaran- 
tee [niyinent of interi*st if tlie land r€‘[ire>a»nts a share capital of the com- 
pany. Then no Goveriinioiit need guarantee. 

(J . — That i.s like hanking syndicates in other countries. Tliere land hunks 
are run hy i)eople Uiemselves? 

.1. — 1 think this will not rixiuire guarantee froni Government. People 
will have immense (*onf!denee. 

The ChairvHin : Provided somelKKly coiitrihuted to it? 

A . — There are people wdio will do it. 

Mr. Theman: Why not some one start a hank? 

.1. — To start a hank some money is required. We can register the bank 
hut we have to start it with some capital. Jf Government gives one lakh of 
rupees to the Imiik which htis a capital of ten lakhs that can l>e discharged 
very soon and the hank can stand on its own legs without further help from 
Goveniinent. 


0 , — Have you had any exi>erienc*e almut Takavi loans in the Presidency? 
A. — No. 


Q . — You have got a scheme well organised in the system. Government 
advance loans for improvement of lands? 

A , — I do not know why it is not popular. 


Q. Is there a tendency on the part of tlie present proprietors to lease 
the laiids in your taluk ? Is there a tendency on the part of the ryots to sell 
out their land and to become cultivators for Vent? 

d.— They are l>eooming gi*©ater. The nuinfwr of pattadai*s are increasing 
in every village. 


that some people who formerly did not own any land were own- 
ing it. Formerly they wei'e the agricultural labourers? 

A. — Yes. 


Q . — Are there any peasant laiuliovds in tlie villages? 
A , — There are. 
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J . — ^Who flre they? 

. — OflSt'iah, niort'hants and profcM^iona) men. 

O. — Is it A tendency of men in the town to bwy land in tlie villager? 

A , — Not in the viHage. Pi'oft?ts»ionaI men are buyini^ Und in Tillages. 

Q , — Ts there much of transfer of land from the cultivator to the profes- 
sional men and to the up}>er claas^P 

.4. — It is not HO very patent in acveral of the villagt's. There may l>e 
cases of transfer hut it is not so large to le m>leil. 

? . — In the villages is there much of land sales in the district? 

. — Yee. They were |)urchaj*ed by the same villagei's and not hy the 
raoney-lendeT^, There is a distinct ciaas of money-lenders and every land- 
lord will have some money. He lends it out to the other landlords wlienever 
any land is for sale. Such landlords have no disinclination for the land 
whereas professional moiu*y-le?idei*s do not like to have lamh. 

Q , — Do you know' of any ease desigiuwl by the Miialler laiidloi*tls giving 
on more favourable terms and circumventing them? 

A , — 1 do not know whether anything is done with designs at all. When 
the land is offeie<l for sale he may try to purchasi* for iht' amount he has 
mlvanced. 

Q . — Is there a tendency for lands to get more coiisolidutfsi by the better 
off ryots or proprietors? 

A. — Yes. 

Q. — Is there much of fragmentation and subdivision? 

.4, — Yes. It is only about 15 per cimt per aero. 

O. — During tlM> perical which you have Ihh'ii observing have you seen 
much of fragmentation? 

y.-“"Has it reaclicHl the last stage? 1 >ih*s it nspiire some iiiferen(*e? 

There is om‘ e<Hinotiuc (|uestioti raised. Krugnauitat ion tliH's not 
atfeel the (ondition oi tlii' people in the village*. 'I'iu t«*nanl is <‘apahle of 
cultivating two acres. 

Q . — The t<'nant is there to ( ultivate a< ri's in cas<* the t<‘nant <'ultivntes 
onlv small hoklings? 

A . 

Q . — Have you evei’ thought of putting a scheme Ixdore the Oovernrnmit 
in regard to the well irrigation syst^un ? 

A . — 1 |)ut it in the yea? 1914 Indore the .Vgrirull u nil (‘onfen*nc«» that 
was held in Madras when 1 was invited. 

Aft. Thotiina: How is it that the landlonls are not taking takavi loans? 
.1. — They find money here. "I here is ample money in the i*ounti’>’. That 
is why they are not going to borrow’ money. 

<?.-*“Yoii are aw’ave that tiu* (h)VM‘rnim‘iit l<‘rms arc very reasormhle aiul 
oven then [leople ?lo not take takavi loans? 

.1 - Yes. 

Q . — What about the w(*lls? You say that by means of a iliizmi w’<dls the 
system ean l>e improved ? 

A . — There is great scope for ext^mling the well iirigalion. 

The ('hnirwan: Can the whole, diatrict l>e irrigated under the w<dl irri- 
gation sy.stem? 

.4. — This stands as the third in the Pr*e«idency. There is one iHH'uliarilv 
in th is district. In a perunl of thirty years there are only six years whmi 
water scarcity is felt. There is rainfall here in almost all tiic monilis. 
The surfac^e spring is good. 

(fK — But it do€?s not nman that we might get sufficient sufiply of water 
for ir ligation? 

.4. — You find wells with such good springs. 


(Tfie witness the® withdrew.) 
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Monday, 8rd Febrnary 1980. 
TUnCOBIN. 

P R B rt K N T : 

Mr. H. xM. Hood, (('hninnan). 

Mr. P. J. ThOMAH, M.A., B.UTT., J»H.D, 

Mr, C. Gopala Mrnon, 

Klian Haliadiir V. liAMKRn Si ttan Maricaih Sahih Halia^lnr. 


J. L. ROCHB VICTORIA, Ssq., Sx*Munioipal Chairman, 
Manager, Scindia Navigation 1^ Co., Tuiteorin. 


The Charrmnn : You aro a morrhanl bcro*^ 
A Yw. 


O . — What kind ol husinow aro you doiiip;? 

.1. Wo ar(‘ sloanuM* aK(‘nt>. I am tlio mnuajiinji partiuu* of K, X. Pi-roiin 
Bons doing oxport and import hiiRinoRs alwo. 

O. — On what basis? On ioinniission ])asi8? 

. 4 ,— Yes. 

(}, — You oxport oliiofly col ton gomls? 

A. — No, wc oxfjort skins, senna leaves and palmyra fibre to Amorica and 
Eu rope. 

n — lnij)ortR chiefly? 

d.~“We imi)ort inanufaciu?*ed articles from Europe. We woik on indent 
basis. 

('hairmnn : And the gomls ])ass through vou ? 

4 .-^- Yes. 

0. — And they are ship]>od to some (*onsigiuH> in Madura? 

A . — in Madura and Tinnevelly. 

0. — You clear the goods? 

\ — tlie clearing agents also, 

Q . — You get the do< uments? 

A. — Yes. 


Q . — The docMunonts come to you and the goo<ls are handed over on 
payment? 

A, — Yes, only after payment we hand over the documents or deliver the 
goods. 

0. — Is all this business done on payment only? 

A. — In some eases we deliver the documents or the goods without pay- 
ment, but that is only rarely, 

3. — You clear the goods and forward it to Madura? 

1. —Yes. 

Q , — And tlie payment is made through you before the goods leave your 
haodsP 

A.^*^"-8ometimes they clear the documents from the hank and hand it over 
to us. 

-How do they send money from Madura P 

1 , — ^They deposit it in tlie Imperial Bank and ask them to transfer 
the amount to our account in Tuticorin. Sometimes they send us a hundi 
drawn on some merchant here, 
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if , — HITbat is the ordinary form of hnndi here? 

A , — Tt is an order by the Madura man on the agent in Tutk'Otin asking 
him to pay a certain sura of money to us. 

S . — Is that done by the ioint^tock banks or by the Chettis? 

. — By the Chettis. 

. — Is it general that Chettis do that business P 
. — Yes. 

. — What sort of hundis. sight? 

. — Mostly sight, 

Q . — Have you much to do with these nadn|>])ii hundisP Generally the 
luindis do not bear interest? 

A. — No, they do not l>ear intei'est. 

Q . — Have you come across liundis <lrawn with interest? 

J. — I know of hundis drawn with interest. But generally when you 
take out a hundi, the iutemst is paid then and there ami nothing is 
(^iIUhUhI at this end nnlens it Ih' that it has not luH*n met on the due date 
and then interest is (*olioctod. 


Q . — They do not draw liundis payable after days? 

A.— Most of the liundis are sight hmidi.s. Instead of sending us caali 
they send us hundis, that is all. 

O, — Have you any difficultit's with any t>f the banks here? 

A. -Personally we luul net bad iinv <iitR<“Ulty t'x<vpt that they are very 
slow tt) grant facilities ; it riMjuirt^s simiu‘ influenci‘. interviews with the 
agent and all tiiat Indore we are given faeiliiies 

O.-^Are there not .several banks here? 

.‘I .- There are only two, the iin|HM'iai Bank and the National Bank of 
India. Thei<‘ sik* two other banks, the South Indian ami the Na<lar Bank. 


C. — You tlo business mostlv witli the Imperial Bank? 

A .—Yes. 

V.— Why? 

A. — We find it v^uy eonvenient ospCH'ially as we lmvt‘ branelieH in Madura, 
Quilon and Trivandrum where lhert‘ are also hranehes of the Imperiai 
Ihink. We find it very convcuiiont to transfer funds. 

Q . — Do tiioy give you better terms than the other banks? 

4. — They are the only pf)oi)le with whom we arc doing business ho far 
arnl we liavr^ not eompareil their Uu'ins with tlu» terms of the other hanks. 


C* — You have been a long time in Tutieorin? 

.1 . — I am always lie re. 

(f . — Do you know' the (hit funds? 

A. — Yes, 1 know of some. 

— You know the way they work? 

1. — I know the ordinary ehit that is drawn once in a month. Every- 
body contributes to it and gets the lump .sum when be bids for it. 

Q . — You have got anything to do with them? 

A . — I have something to do wdth them. 


Q . — Do you regard it as a sound form of business? 

A. — To certain people it is the only form of invmtment. There the raan 
comes to you every month and (‘ollects the amount and when you get the 
araount he c^omes to you and pays you the amount at your very door 

Q , — What about the Past Office Savings Bank? 

A. — Some people make use of it. Tt i.s not everybody who gfxis to the 
Poet Office Savings Bank. 


Q . — Can you suggest any reason for that? If it is a matter of saving 
will it not l>e a sounder <x\e than the chit system? 

A. — I think it will he a sounder system. But persons, especially women* 
folk, prefer to go in for these chits. They do not like to go to the peat 
office nor dci they lik© to send anyone else. 




L — Are there many swindles? 

— I have not heard of any serious ..wundle in Tutieorin. 


52 
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Q , — Which IB the moftt common form, the awction chit or the nriM 
chit? 

A . — It is the auction chit. 

Q . — comes to this, correct me if 1 am wrong, the man who joins the 
chit fund j« Uie man with very little credit and who cannot raise the 
amount in any other way. 

A, — Yes. 

Q , — And every person participating in the ^it is more or less persuaded 
to do it? 

A. — Yos, that is exactly the thing that happens. 

O . — You know the nidhis? 

A, I do not know of them. 

3/r. Gojxila ^fenon : You export local produce? 

A . — Yes. 

Q. And do agency business also? 

A , — Yos. 

— Do you do this business with the same agent abroad? 

I — necessarily with the same man, but in some cases it is so. 

Q . — ^^You export it to the agent and also send him your indents which 
he executes for you? 

A . — In certain cases. 

0 . — Are the two financial transactions kent separate? 

A.' — 1 do not think so ; if there i.s any balance due to us he sends us 
the amount or if we have to remit to him we send a draft. Anyhow there 
is a current account between us. 

Q. — Do you think that by doing business in that way you make any 
extra profit? 

A, — We save the expense of transmitting the money. 

O. — In the matter of rcmittanc*e cliarges? 

A , — Yes. 

(J , — Do you .save anything in exchange? 

A . — Yes, soinetimes. 

Q. — So by doing export and import bu.sincss the merchant here can make 
n profit Ixittor than otiierwi.se? 

A .—Yes. 

Q. — Are thei'e many i>oople doing that class of business here? 

A. — Not many of them. Mostly’ they are interested in expoi-ts or imi>4Mi« 
only. 

Q . — So this case of combining the two business in one are only rare? 

A — Yes. 

Q , — Do you not think tliat there are hou.ses in London and Hamburg 
which are interestetl in the export and import of Indian produce? 

A. — Yes, there are merchants especially in Hamburg who are interested 
in both. 

Q , — Do you not think that development of business in that way is much 
more useful not only to the man who does it, but also to the country w’hich 
exports the produce? 

A.— Yes. 

0. — What facilities would you require for carrying on such business? 

A. — I do not require any. 

Q . — How do these foreign importers raise ci*e<lits? Is it through the 
Imperial Bank or through the exchange banks? 

A.— Only thi*ough the exchange banks. 

Q , — Do you know whether the Imperial Bank handles such busineesP 

4.— No. 

f .— It is confined to the exchange banks? 

. — Y'es. 

0. — ^Do you think that any extra facilities should be given to the peupla 
of this country for developing that class of business? 

A. — Facilities should be given for raising credits in foreign countries for 
the importation of goods. » r « xor 
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Q.~Do you fchink that you wuivl tho holp Jf t\ hank wluui ex)H>riiug 
iiui sooda? ' 

£[ — Xol always, we generally do not require the help of Uie hank. 

— jtre there not cases in ahich such eKi>ort«i are tiiiaiu'cil on the other 

side? 

^4, — Yes. letters of cre<lit issued on the strength of whicli the exporter 
draws the bill of exchange. 


— Do you know of any instance in which the €?xi^rter in the ahMOU'e 
of a letter of ci^it obtains the finaiu'e from an exchange bank up to a 
certain proi)ortion of the value of the exports? 

A , — After the good.s have t>€*en actually oxiM>rted we imturalb’ draw ou 
them for a i>ercentago of the value of the gowls on the stixingtli ol tlie dwu- * 
men to. 


Q. — Suj>i>o8e the pric'c on Uiat c*onHignment imnuHliaU>ly drops down. 
Then the bank will have to collect from you the amount? 

d. — That is true ; of course we give them a letter at the time of dis- 
counting that if the bill is not acnopted or paid wo will pay thorn tho 
difference. 


Q , — Do you know of any insianci^ in Tuticorin where such foreign hills 
have not l>een paid ? 

A , — I know’ of cases where tliey have luH paid. 

Q , — The exchange hanks after they take your consignment advance you 
a certain percentage of the value of the goods? 

A, — Yes, provided wo ship against order, but not on pure con.signiiieiiU. 

Q , — In tho case of linn business are not letters of creniit iniKCHi on the 
oUier side ? 

.4. — Not necessarily. Even if it is a regular ense^ of order, they only 
authorise us to draw on them tiirough u liank. 

Q . — There is no arrangement made hy tho foreign importing firm to make 
an advance to you on tho security of the shipping doc'umeutfi? 

.4. — No. 


Q . — If you only say to tho bank that you are shipping tho gocxls against 
a pucca order ilion only the exchange banks advanexj money to you, 1 
presume ? 

A. — Yes. 

y, — In the case of vour indent bu.siaeNb I w ish to know tlie usance under 
which those bills arc clrawn? 

/!.*— Thirty days’ .sight. 

— Do you give the documents to them or do the foreign exporting houses 
draw D.P, bills against them direct? 

A * — They draw directly. 

0 , — Do you give your documents to your iudeutor immediately on arrival 
of the steamer? 

A . — Generally they pay the amount and take delivery of the documents, 
in some cases without receiving the amount we deliver tho goods or the 
documents. 


K — Do you take a pro-note from them or debit their account? 
1. — Vf'e debit the account ; that is all. 

b — Do they meet the bill regularly? 

1. — They meet the drafts in time. 

. — In such cases long credit is not required ? 

.—No. 


— Are there cases in which you had to wait a long time in order to 
get your money? 

A, — The maximum is one month. 

O . — ^That delay has in no way inconvenienced your financial transactions? 

4. — It has not ineonven fenced us because the amounts are very small. 
At the same time we make them imtlerstand that such things should not bo 
repeated. 

Q , — Suppose you are having a big turnover, you give them the goods on 
aeooitnt. Then you wilt have to wait for a long time before you get the 
imioutit? 

A. — Certainly I will have to wait. 
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Q , — In huch veam i** tv not l>etU;i* that you take a hundi or a bill from 
them and discount such hill with a hank and with that money meet your 
doesP 

A. — Yes. it w'iJl l)e a good thing. It will facilitate Uie person who stands 
|(uarantee or w^ho has mot the draft on the due date at the banlt to find monej’ 
immeiliately. 

0.- -Thestj hills art* only negotiated througli tiie exchange banka? 

A. — Yes. 

Q . — Have you known any case in w'hich such husineiib is done by the 
Imperial Bank? 

A.—^o. 

% ^.“-Have you had any oci‘a.sif»n to noto drafts on acciiunt of the party 
tiuvjng not paid the uniount on the duo dale? 

A . — Wc had no (xcasion. 

Q , — Do you know of any cases in which such unpaid hills have lH?en 
noted ? 

.4. — ff the hill is not paid on the dne date then wt* are asked to pay the 
amount and we pay the amount to the hank. 


(J . — Suppose the joirty lads to pay the amount of the foreign hill of 
excliange on the due dale, wliicli uiat party has accepted. What action 
do you take on such l)ills? 

A . — We give them only a notice to say that their hills have not l>een 
paid. 

0.— Have you iuul any such cases? 

\ — Only a very few . 

Q . — in order to legalize it it is necessary to note the hill and have it 
protested hy a notary pnhiic? 

A , — I do not know' of it. 


Q . — What T want to know is wliether you liad to go to court foi* non- 
payment of siK’h drafts? 

.1. — We liad no occasion to go to <ourts. 

(J . — The hill should h(< legailv note^l? 

A . — Perhaps it is dom> hy the hank. 

Q . — In the absence of the agent, tlie hank will do it. If tlicre is iiie 
agent, what is the jnocedure? 

A . — I do not know. All we used to do was to meet the hill and tki^ ask 
that merchant to pav the amount to us. 

Q . — Do your customer.s pay cash to you or issue cheques for the payments 
whie.h they liave to make? 

4 — They pay cash mostly, not cheques. 


O. — Is it hecaUvse they are small retail dealers? 

A . — Generally our man at Madura goe.s and colle<tts the amount from 
tliem and they pay him cash from their safes. These amounts ho deposits 
in the bank tliere to our credit. 


. — 8o the clio(4ue habit has not grown to that extent? 
.—No. 


Q . — You said maiiv people are not in the habit of putting their money in 
the savings hanks. What is it duo to? Is it because of the difficulty of 
going to tiie post office? 

A. — Yes, especially among the womenfolk. 


0 . — Apart from that what about the labourers 
— I do not til ink they sufficiently know' the 
account. 


and the workmen here? 
benefit^ of a savings hank 


S . — Have you got any proposals to make regarding the encouragement 
0 post office savings bank system? 

.4.-4 think it sliould lie encouraged, but I have no definite proposals. 

Q . — Do you tliiiik that if the form on wliich it is drawn is made nego- 
tiable it will help the opening of more savings bank accounts? 

4. — Some such thing should lie dohe in order to make the drawing of the 
amount as easy as possible. 



(^, — The smaii labourers and tlie other middieH^ass people are not in iJi0 
habit of putiii^ money in the savings bank? 

.4. — No, VS^atever amount iliey get, they try to dear away their oM 
debts with it and they have little left to put in Uie savings bank. 

Mr. Thomas: You are a partner of Messis. F. X. Pereira Jt Sons? 

,4.— Yes. 

0 , — Docs your firm Iwn-ow money at all? 

A . — Oeeasioiially we do. 

O . — From whom? 

Ar -From the Imperial Hank in ColomlK), 

0 . — Do you Hon ow from the Naltukoitai Chettis? 

/i. -Not in Tuiicorin. 

Q. — Nor from the Marwaris 
.4.— No. 


(,>. — In your transaetions with the Imperial Bank do you liiiH any diffi- 
euitv in dealing with it.*^ 

/} . — In Tutic:oriii so far we liiul no diHieulty. 

Q . — Yon have a ec itain aiiioutii of ercnlit allowcHl >ou? 

A Yes. 

Q . — You W’ere the (Jiainiian of tlu* inunieipalitv ? 

.1.— Yes. 

Q . — In that eapaeity had yoti any otxasion to learn of any difBculty 
experienced by businessmen in tbivS town? 

4 — gQ jm. { know', inerebauts find sonu* difficulty with regard to taking 
loans from the Imperial Bank, 


Q . — What kind of difficultie.s are they? 

,1, -The Imperial Bank wants more than one signature aiul they fiiwl it 
rather difficult to get another to sign as guarantee for Uu» cretlit. 

Q . — But most joint-stoek bankers insist on that? 

A. — Yes, all do it. it i.s not a peculiar feature of the 1mi>eria) Hunk. 

The ('hdinmni : \ sn[)pose, it is not the piH'uliar vice of the Imperial 
Bunk ? 

.i. — No. With regard to tlieir loans also, they arc trying to rostrict tho 
amount. They only give -jO |>er <ent of the loans applied for. 

: Apart from that, are there any difficulties in tiunsaciing 

]oanf*r^ 

Ak — I d-» not tliink in these days there is any difficulty in transacting 
losn.s. It w'jvs only in former days that |>eop)e found it difficult to approach 
their llgents, hut now every man is free to go ami see the officers and trans- 
act matters. 

Q . — Have you any idea alsjut the dealings of Nattukottai Chettis? 

A . — I have no iefea. 


. — What is the nature of your business here? 

, — We are agents for Sciudiu Bteuni Navigation Company. 

O. — Do you earrj' on any trade hi Trivandrum? 

A . — We occasionally trade in Trivandrum. 

O. — Have you had any (Kcasion to learn the difficulties of the (ishermen in 
Tnticorin? 

A . — Most of the hard-earned money of the fishermen is now' taken away 
by the middlemen who lend out money to these people at exorbitant rates 
of interest. They are not able to save anything and what little money they 
c^ould save is not even enough to meet expenses connected w^ith marriages 
and for rainy days. I would therefore suggest that a co-operative society 
specially intended for the fisherfolk to lend them at cheap rates of interest 
may be started. 

The Chairman: Do not you think Uiat it is rather a precarious business? 
They are a sort of people who cannot co-operate in any undertakingjnid 
you must make them co-operate, if you are to start a society for them. What 
assets have they to offer for the loan? 

A . — ^They have got only their daily catches. 
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Q . — iWliat HecMVtiy i« tliere Utat tl*ey will catch and give it to Ae 
6o-operativo WK-iety? Have they got any boatis and nehi or anything to giva 
aa security ? , . . 

A . — It is only for buying the nets and repairing their iKmts that they 
want cr^it. The only security that they can give, is to sell whatever 
amount of fish they could get daily to the society. 

-Why are th<?y indebtedP 

“For daily catebes they go to the middleman to wlioin they hand over 
whatever is caught for tlieir daily mainteiianico. Whenever there is an 
extraordinary occasion like marriages or anything like that, they go to the 
lu'cidlctnuu and get money from him. Those debts accumulate and tho3" are 
jiot able to square them up by their daily catchf^s. Tlie interest increases day 
% day and ultimately they find it imi>os8ible to repay it all. 

-What foi- should the co-operative society lend them money? 

“Just to clear their debtvS. 

(J . — But they cannot repay? 

A . — The sfKneiy should take that rc^pousibility, and see that the debt is 
repaid somehow. 

O. — Can they run those soideties? 

Aj — If it is merely for fishing, it is rather difl&cult. They must lie 
encouraged in other industry also, e.g., spinning. 

Q . — But a fisherman cannot fish and spin at the same time? 

A , — During the off -season, he can do. 

Q . — I doubt if they could make efficient spinners? Can they not make 
nets during the off-season? Do not you think that spinning is not a profit- 
able business after ail? 

.4. — It may be, hut there is not any other substitute for it. 

P. — Can they repay, will they repay, and who is going to run the society 
for them? What guarantee is there that tliey will run the society success- 
fully? 

A . — 1 know that there are various difficulties, but it must he our duty to 
find out some solution for the problem. 

Mr. Thonniit: Are there not any Christian Missions who undertake this 
work now? 

A. — In some places they have attempted and I do not know whethcjr they 
have actually succeeded much. 

Q. — Where do these fisherfolk live? 

A. — They liave got their own quarters in the town itself. ^ ' 

Q . — For those who are in the town, they would proliably have no difficul- 
ties for nets, etc. But what about those who are in the interior? 

O . — Are they accessible? 

A. — They are all in some sand^' tracts near the sea shore. 

Q . — Does anvhody lend them money now? 

A. — Those who are willing to lend them are doing that to get as much 
otft of them as possible. 

— Who are the people that lead, generally? 

. — Thej' l>eiong to their own community. 

, — On what terms do the^* lend? 

.—They lend money and charge 3 pies for every one rupee lent, per 

“What is the maximum that they can lend? 

“Rs. 50 to Rs. 60 at the most. 

“I^ the creditoi's insist on their fishes lieiug handed over to them? 

•Yes. 

.—Does any one check that trade? 

— Nobody. 

merchant who sells it make money by wav of commission as well 

ifference in price, is it not so? 

A, — Yes. 


day. 


t 
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Q . — You referred to the ratiyfs of interest ehsrg^ by creditors bein^ 
very high, i,e., 3 pies per day per rupee. Has this nuitter l»ecn jrone into 
by the Cooperative Departwient r 

A. — I do not knoa^ anything that. 1 nJacetl that matter also before 

the Fisheries Committee, My complaint a*aH that the Fisheries DepaHment 
is not doing as much for the hsherrolk as they must do. They did not conio 
to Tuticorin, but 1 went to Madras and gave evidence befoi*e that committee. 

Q . — Who owns the Ijoats used by fishermen ? 

A. — In some cases, the fishermen themselves own it. But in majority 
of cases, these rakldletnen own the boat. 

J . — Ai-e there any chits going on among the fisherfolk? 

. — Manv of them have not got any. But some of them run some ordi- 
nary monthly chits. 

Q . — Do they work suct'essfully ? 

A . — In some t*ases they do work snec'essfully. where there is better organi* 
nation. But that is the only way for saving, if any. 

Q , — What do you consider are the difficulties in regard to chits? 

.4. — The chit organisers must go and ('ollw't the amount from every fisher- 
man and unless they pre^ss for it, the chit cannot he run sius'css fully. The 
fishermen are quite disorganised and addicted to drinking. Baving is there- 
fore a difficult matter for them. Therefore, the colkvtion of .subscription 
from every’ fisherman K<»enis to me to he a difficulty which stands in the way 
ot chits working successfully. 

Q . — Is it not an incentive to saving? 

/I. — Yes. 

Q. — Don’t you think that there must lie w)me check (>r other exerciiiod on 
chits so til at they may not lead to swindling? 

A.— Yes, 


The witness presented the following Memcrandum after his 
examination was over. 


f . — Credit far Ui tint for am nil induatrica. 


6. (a) Smali induatrira — Fiahfrira . — Most of the hard-earne<l money of 
the fishermen is now taken away hv tlie middlemen who lend out money to 
those people at exhorbitant rate of interest. What little money is Bave<l by 
these j>eo|)le is not even enough for rainy days and ex]>en.se8 on occasionH 
like woilding, etc. They are therefore unalde to square up crmipletely their 
debts, w’hich are sometimes handed dow*n from father U) son. I would there- 
fore propose that u co-ojK^rutive society specially intendt*d for the fiHherfolk 
in Tuticorin and surrounding villages lie started in Tuticorin to lend money 
t<) them at cheap rate of interest for buying net Uirends, etc. The fishing 
trawler w'hich w'as introduced by the Government mav he useful for fishing 
in deep sea, in places inaceeHsible to fishermen, but if it w'cre to w’ork in a 
place like Tuticorin it will surely’ afftK't ^he fishermen’.s living. W’^hat is 
i^uired is expert advice in improving existing niethfidH of fishing by the 
use of nets and other appliant'cs. During the slai’k season, the fishermen 
usually’ spend their time in repairing the nets and other implements. During 
this time hand spinning and weaving could l>o encouraged among them with 
a view’ to increase their income. 


Housing conditions of fishermen aW) needs financial help on co-operative 
lines. 


//. — huligenmia hanking. 


Indigenous hanks vequii all the encouragements the Ooy’ernment can give, 
as it is throng them the investing habit of the j>eople can l>e built up and 
the much Deeded funds can be found to finance internal trade. Indigenotts 
banks will help to create confidence in the people and prevent the hoarding 
habit. The Imperial Banks should not unduly interfere with the indigenous 
banks ; on the otha^r hand they should render all possible help to these banks. 



1'bere miMfi however be a healthy ^^ipetitioD among the banks «o that mer- 
chants may be benefited in getting funds at reasonable rates of intent. 
Instead of opening many branches, the Imperial Bank would be well advised 
to work in conjunction with firms doing local banking business. 

As far as I know Foreign Exchange Hanks are doing very little to heh* 
the trade of Indian Concerns. It would lie better if these banks were made 
more useful to the country and they should work on lines clearly defined for 
them. 


///. — Inveitfneni habit and atUaftion of capita}. 

Investment habit is slowly growing among the j>eople. The people <^nnot 
^ t>e blamed if they arc slow' at it, as years of unsettled state of affairs in the 
country, illiteracy among the masses and want of proper facilities for invost^ 
ment are responsible for want of confidence exhibited by them. Investment 
habit can l>e further encouraged by 

(1) providing seciire<l facilities in tlie indigenous system of banking ; 

and 

<2) encouraging insurance habit. In this conne<tton the indigenous 
insuranc'c companies are only ones whkih will confer lasting benefit to the 
people and it is through such companies the people must Ik* advised to provide 
for their future. 


The alwlition of stamps on ehec|iu*s has certainly encouraged the cheque 
using habit, but cheques are still mostly used by the monied class. Other 
enwuragements in this direction can he given by 

(1) the more exi>ensivc use of vernaculars in signatures and fonn of the 
cho<|U08 ; 

(2) making business hours in hanks more elastic ; 

(3) banks adopting a lil>eral attitude riu the method of using clu^que.s 
instead of making a fuss over insignificant defects in the endoT*scmonts ; and 

(4) the banks giving interest on lurrent acc'ounts on minimum balances 
and better rate of intere.st for fixed deposits on short periods. 


In making the hanking habits popular I (‘onsider propaganda work quite 


necessary. 


(The witness then withdrew.) 


TJie Comm it tee adjourned to meet at 11 am, on Wislnosday, the 5th 
February U)30 nt Coimbatore. 
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COIMBATOBE. 

WtdiiMdftj, the Sth Febnierjr 1080. 

P m E S B K t : 

Mr. H. M. Hood, I.C.S. (Chainnan), 

Mr. P. J. Tboxas, m.a.» b.utt., pb.d. 

Mr, C. Gopala Mkkok, m.lx. 

Mr. M. A. MirmiAH CmrTrnrAR, b.a. 

Khan Bahadur Hauiucd Sultan Maiucair Sauir Bahadur. 


MJlJly. Rao Bahadur T. A. RAMALIHOAM CHBTTITAR 
Avargal, B.A., BJCi., Advocate, Cknmbatore. 


Oral Bvidenoe. 

Thr Chairman : You are coiuum'Iam^I with viu ioUK ('o-ojuuntivu orf^aiiiaatioim 
in. this district? 

A. —Yes. 

Q . — You ure the Presicleut of the District (%M>i)orative Federation P 

A. —Yes. 

V- — You are also <H>nuec’U»d with the District Bank, the Co-m>6rative 
Institute, the Tamil Nadu Ftnleratioii, tlio 0-otton Sale Society at Tirupj>up 
and also the land mortgage banks in this district. 

A.— Yes. 

Mr, Oofxila Menan : Can you state whether in your oi)inion the Indian 
joint-stock hanks finaiiC'C* nmre the inl4*rnal trade than the external trade P 

A. -My idea is that, so far as trade in tlie biggest sense of the term is 
concerned, tlie Indian joint-stock banks arc not financing it because they 
have not got sufficient finnnc'e. But if you refer to the village trade they are 
financing it now. 

Q. — Y’ou therefore say that the financing of the trade between the village 
and the local town market is mostly done by iudigonous bankers, like the 
Sowcars, Marwaris and Nattukottai Chettis and other professional mone3'- 
Icnders of the village? 

1 . — Yes. It also depends upon the goods. Some time back 1 i-ead a pap4*r 
before the Madras Flt'onomic Association and I have made an exhaustive 
study of the, subject in that paper. It depends upon various other factors 
also. 

Q . — Can you tell me what part the Imperial Bank and the joint-stock hanks 
play when goods are handled from the village to the towm. 

A. — So far as the Imperial Bank is conc‘em€>fl, it advances money to the 
factory owners, I^et us for example take cotton as the product to be sold. 
The goods first come from the villages to the local market. At the IocaI 
market itself there are a number of factories. The factory advaiUTCS money 
on the cotton and then gins. The ginning factoiy is handled by the Imperial 
Bank and other joint-stock companies. 

Q , — Do j'oii think that siiflBciont financial hel[) is given by the Imperial 
Bank or do you want greater facilitifwi for financing internal trade of the 
kind? 

A . — We certainly want greater facilities and there is no question about 
that. 

Q . — You say that the indigenous banks are financing internal trade from 
the village to the local towm market and thereafter the Imperial Bank comes 
and finances the rest of the business, is it not? 

A. — Yes. 
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Q, — Ib there any di0iculty for tht Jbndigenons hanks advancing money on 
goorU. 

A , — They rarely advance moiiey on goods. They give it mostly on perso- 
nal security. 

Q . — Do you think that it is really l^eiieficial to the hanking concerns that 
they should combine their banking business w'ith trading or are you of opinion 
that they confine their attention to the banking business only and leave the 
trading in other hands':^ 

A. — It is not possible to dictate anything like that to the banker. What 
could be practicable is that wc can urge the hanker to give more facilities 
for financing and make money available more easily for business. That may 
a gteat deal of internal trade. 

— .My point is. whether yon would advise a banker to confine his activi- 
ti(»s to banking busines-s only or allow him to trade also? 

A. — Tf we are going to keep the two functions separate and exercise proper 
control over ))oth of them, certainly it is l^etter. 

(^. Yon want greater facilities to lx‘ giveii to the intf*rnal trade than 
tho external. Do you think whether it will be possible to create a definite 
relationship betwwn the rates of borrowing of the hnj>erial Bank and other 
indigenous banks? 

A . — That will depend upon tho money-market. 

Q — \Y\> fjjjt) that in soiih* cases eertain banks are lending at 4 per cent 
more than tho Imperial Bank? 

.4. — That is a (|Uestioii of iin<lertaking risks. 

Qr — In England and other countries the lending rate generally will only 
1)0 14 per cent mon* than tlie bank rato. Is it possible' foi* us by legislation 
to bring about a fixed relationship between these two latc.s? 

A. — It will depend upon the security that is given. We often find that tho 
rate of int/erost varies even with the same money-lender. 

Q . — But if a (central reserv'e bank is brought into (xistence, the joint-stock 
bunks and the indigenous banks will be made scheduled l)anks and therefore 
tb<\v can exi)ect some sort ot support i rom that institution. In such a state 
of things, <lo yoia think that a fixed rt'lationship l>etweeu the central hanks 
and the other banks will not help to provide' sufficient barakitag facilities to 
ail classes of [X'ople arnl put a stop to the usurious rates charged by tho 
moTK'y-lenders ? 

A, — So long as security is what it is, and human nature l>eing what it is, 
and one man more speculative than another, any atteni})t to fix any relation 
c/innot be cairied into effect. 

Q — Pf) yQji think that when these indigenous bankers and others get 
to kpow that they cun get finan< ial lielp from tlie central reserve, bank they 
will not help towards arriving at a settlement between their lending rate 
and tho lending rate of other institutions? 

A. — Tn any organized .society some such thing is done. 

Q . — I want to know in what way those two rates are so dissimilar and 
unequal that it would l>e difficult to treat either of them alike? 

A . — Theie a?(‘ peof)l(’ a ho will be pfvpared to bor?*<>\v at ariy rate, even 
with such restrictions. 

Q — (.,.y that the indigenous bankei*s are not getting sufficient 
accommodHtion from tlie central institution. Jt may he that the central insti- 
tution does not know their financial position, it not a fact that they are 
not getting their accounts audited and making it public? 

A. — I do not know what really stands in the way. 

Q — What T want to know is whether we can bring these hanks into an 
organized bankitig system. We want a central bank in this country and if 
possible to citjate a link with all others in order to have an organized hanking 
system. For this purpose avidit will help matters. Will not the smaller 
batiks allow that kind of audit? 

A. — Tn an organization like that, you cannot bring in the money-lenderH. 
In most cases what hapi>ens is that they deal with their own money. They 
do not take deposits nor do they depend on the banks to finance them. They 
would not conform themselves to any rules nor would they combine into sn 
organization, and I do not understand why such people should be brought 
under such organization? 




Q . — But the cry in the village is uiat the onlinary ryot iUh'** not get any 
help from the central bank and for this %e have to create a link with all 
banks. Is it your idea that it is difficult to bring these small hankers in 
the organised 8j*steni? 

A. — My idea is that there ought to be some reason for it. If you ate going 
to restrict your orguinsution to |>ersons who are taking de[>osit.s, who aixi 
negotiating bills and things like that, it can Ih^ done. 

— We want tliein to ha\ e a wider field of operation and wo want tlm 
public to know their state id affaii-s and thus get inoit? help from the l>ig 
financial institutions. We want to help the indigenous Imnkei's eventually so 
that the people may have more confulein'c in them. Can yovj suggest jmy 
method of finding out a way of remlering them greater help hy making tlnUii a 
creditor to the i^entral re.serve bank on coiulitioii that they should suhmit their 
annual at'<.‘ounts and thus create couhdemi* in the puhhcP 

A. — If you are going to ilitferent iate between l*ankei and l>anker yt»u can 
bring under your organization oidy siub of those wlm take dc‘posits up to u 
{•ertuin amount, you can impo.se an audit on those people and it is necessary 
and desirable. Hut if yon aani every money-lender to he brought under 
your organization, 1 think it is difticnlt. 

Mr. (fOiKihi MriHtii : Helerring to the mnrkelmg conditions of tlu‘ district, 
cun you tell me whether the ryots aie getting a Ian price for their piodnco 
under the piesent system ol market ingi^ 

A. — During the harvest season the pricvs uic‘ very low and increase by 
about to 40 per cent gradually alter the harvest Hoason. 

Q. — Is it due to pressure of money;- 

A . — The kisL season coincides with the liurvc*st s(*asi)ii. 'liie ryots liave to 
find money to pay kists and to meet various other t'Xpenses at lliat time. 
1'hey have already .s[>cnt all their money towards lultivution and nalurally 
they an* forced to sell their produce at a reduccMl rat*.'. 

Q. — Is it due to want of intelligent understanding of market or due to 
any other causer' 

A. — It is due to the iiressure to meet various demands. 

0. — Are there many intermediaries between liie village* and the local 
inarKot Y 

A. — Now’ 1 think tlie middlemen aie lioing eliminated. 

Q. — Do you ill ink that correct weights and measures are used by mercIiunU 
ill villages? 

A. — Not always. 

0. — Do you think whether there are any defects in the piesent system of 
maiKeting? 

A. — Yes. I would like that some sort of co-operative agency should under- 
take that work. 

y. — Has any eHort been made on co-operative lines in the direction of 
marketing in this district? 

A.— *-We have got one co-operative society at Tiruppui witli a Inanch of it 
at Udumalpet. It is mainly u loan and sale society and deals mostly in 
cotton. We advance moiu'y to the i vofs for cultivation through the primary 
villagcMOcieties and us soon as crops e<jme this 'rirujipur .sm ieiy takers charge 
of it.^>Vo get them to Tiruppur, gin them and sell them for a fair price. 

Thei*e are a number of co-operative societies in this ili.Ht/'ict and also 
a cM>operative institute here. i>o you think that that institution could fxj 
utilized for the purpose of collecting infonnation regarding the market 
price of various crops for the people? 

A. — I do not think it is possible. It i.s only a small school. In the first 
place we have not got sufficient agency to undertake that work. 

Q — are feeling lUo difficulty of the want of a central bureau of iufor- 
matiou. Cannot that institute l>e made an agency for collecting data for the 
central bureau? 

— Who is going to pay for it? The institute almukl have sufficient staff 
to CTiiect the price in different villages and different nm^keU and then issue 
a publication^ Is will involve much expenditure and there is not Kufficieut 
fund to run ®ie institution to undertake such jrork. 




Q, — A« a i^ult of the CWperative Comauiiee'a reconuneadatioa, do yon 
not think ifiat greater Mtimuluaj^ean bo giron to co>OMrative apcrationa in 
the future. When are wo going to mead oarBetTe» and how are we to bring 
ui>otJt the dissemination of marketing knowledge to the people of the country P 
What some peorde told us wait that tlm iiiatitution can colleei the iiifoniia> 
tiou and iitsuo tiiat to the public. l>o you not think that it ia possible P 

A , — At the present stage, 1 do not think it can undei'take anything except 
training students for co-operative work. 

O. — One of the objects of this enquiry is to gather iniormatiou with regard 
to the inetliods of marketing and also to find out ways of affotxlijig more 
facilities for marketing the produce. W^e should, therefore, iu course of time 
to bring alK>ub an agency for disseminating information regarding the 
various ooimnodities produced in the country? 

A. — It may lie ditticult for us to undertake that work aud it would cost 
us very much. 

Q , — As the co-operative moveiiicnt is gaining strength, 1 think it is |M>s8ihle 
that these, institutes will lie able to do work in that direction.*^ 

.4. — The present objec t of the institute is liinitcHi. 

Q. — In what way could you increase the possibilities of these institutions 
to achieve the object in view? 

4, — It is only a question of money. You want the teaching institute practi- 
cally to be converted into a research institute with also a c^entral bureau 
of information. It is a question of money. If you are prepared to finance 
it on u large scale we can develoi>. 

Q. — How cun we got the information? 

4. — You cannot depend upon the primary societies for all that inlbnna- 
tion. Probably you w ill have to depend more upon the supervisors and people 
like that. You would not Ik? able to get into touch w ith the primary sof?ie»ties. 
In several places tliere are loan and sale societies. It is our supervisors w^ho 
go out aud make the primary societies work in several cases. 

Q . — What kind of control have the district banks over these loan and sale 
societies? 

4. — They lend money. They are inspecting the places now^ and then. 

— But under the influence of the district banks can you not get the 
loan and sale societies to do the work wo have in view ? 

4. — Loan and sale societies will ceHuiniy help you. 

Q . — With tlio help of the co-operative banka and Uie pritnai*y soeietiovS 
oonibined wdll wo not be able to get information from the villages? 

4. — Y^ou w'ill have to depend upon the paid officials, 

Q. — Paid officials as secretaries, f suppose? 

4. — We have got supervisors. 

Q . — Is it time now’ that we should have wholo^tinie paid secretaries for 
the co-operative work or can wo go on with hunoraiy workei*s as now? 

4. — The District Bank has got really a paid seci*etar:^\ You do not call 
it a pay but an honorarium. 

Q . — Do you not think that a fully paid man iu the office w^ould bestow more 
attention to his w’ork? 

4. — what is being done generally. We have got an honorary 
secretary w’ho has to work fiom 11 to 5. If he does not come, we him 
to come to the office. 


Q . — 'What about the link between the priniai-y societies aud the loan and 
sale societies in the district? Cannot these two pass on the in foiination to 
the central hui^uu of information through the institute? 

4. — This cannot be done without extra expenditure. 

f . — ^We want a perfect agency? 

. — If you ore prepared to spend money, we can have it. 

Q.-^Do you experience any difficulty in the traiisfer of funds to the inte- 
rior for purchasink commodities? 

4. — There is oTwaj’s trouble except where you have got a bramffi of tlie 
Imperial Bank. 

<>. — Do you not transfer money by hundis now? 

4* — ^What can we do with die hundis in the villages? Wi cadi. 
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in tn plaoci& wk«ro you U»ve not brnmclMtii of iho 

Imperial Bank or the treasury. You find it difficult to remit asoiiey. Are 
ymi oi opiniou that fresh agencies might bo brought into eamtenco tor that 


— l>o you not thiiik that these indigenous bankers would do that sort of 
busmess, and they can very easily transfer funds front the towns to the 
Tillages y 

4.— We want lietter fjK'ilities to \>e brought for the transfer of funds wheix) 
there is no ireHsory or the liniierial Bank. 

O.— What is tlu* inetluxl by which a© can olftH-i ihia? 

A . — By having more branches of the l>ank. 

0 . — Have you got Iwinkers who will encash these hills y 

A. -The indigenous hanker practically takes the place of a l>ank. 

Q > — Your idea is that small joint-stock hunks or indigenous hunkers sltould 
Ikj mad© to do that w’ork y 

*1. — At pix^cnt our hanks do not do those things. 

. — Do you mean to .say all joiut-sto<*k hanks ? 

. — Yes. 

f?- — Is it not your vitnv then tliut su(‘h hanks should go inU» the interior 
and open branches ? 

.1. — Provided you convert those local l>onks into a new class of hanks you 
have in contemplation. 

V* — Are there any handicaps to (‘o-operative societies hnam ing the agri- 
cultural oi>erations and the st<M*king of produce for hetUu* price? 

A. — The difficulties aro money, second want of godowus end tlio tbkd 
proper inspection, 

Q . — Any godown systeiu prevalent in these parts? 

A . — Except in loan and sale societies there is nothing. 

Q. — Is the middleman an essential element in the inaikei? 

A . — We can eliminate him. 

Q , — How ? 

A. — By loan and sale society. 

Q. — W’hat are the causes for the present high rate of intoi-est ruling in 
the country? 

A. — It is due to scarcity of money. 

Q , — Any other cases? 

A . — There is a lot of spoculuiioii and lot of risk and for this they charge 
a high rate. You have to charge a high rate of interest and that reacts on 
the other transactions. You lend out for a risky job at 2 jier cent per month 
and another man absolutely sound comes in. Then you Uiink after all you 
may make a reduction of eight annas. 

f . — Is it due to the contraction of money in the market? 

. — To a certain extent want of facilities. 

Q , — Do you think that Government borrowings in the form of treoaury 
bills have any effect on the money market? What is the general view about 
it? 

A.^You find that the money market is depleting. In any way we could 
have utilised it for trade. It is an old question. It may all depend upon 
this. If they withdraw money when we want it we feel the pinch. 

Q , — Oticasionally you think that such loans are depicting? 

A. — They may. 

J /. — Have you any suggestions to make by which loanable capital can l)e 
e more available? 

A. — The idea of thrift ought to come in and the peo]>ie should learu the 
habit of banking. 

Q,~l9 it poeeible for Hie banks in the towns to create more money for the 
purpoeea of trade and industries? 

A. — ^It is on© of the complaints that the Government takes away nnmey 
when mon^ is wanted. The kist season and the busy trade season coincide. 
We want money. A lot of it is drawn away by the Oovemment. That haa 
get a tr^nendons effect* The Government may collect the money later* It 
eaA be collected. 
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— What do you mean by saying that the Governuiout can collect the 
money later P 

A. — 1 say the Government is collecting the kist, at any rate in this part 
of the country, from February to April. That is the time when we want 
money for trade purposes. At the same time you know that the Gorernment 
will not be very much affected if they collect kist by the end of June or 
July. 1 lii^lieve that the present dates were fixed when the Government 
considered the produce as sc^mrity for payment of kist. That tlieory has 
gone. The Govern men i no longer looks to the crop as security for payment. 
Now they are looking to the land a« security. The Government will not lose 
anything by postponing the collection for a couple of months. That will 
help the trade to a great extent. The lyots will get the benefit of the full 
price and also the trade will have money. Now u lot of money is drawn away 
by the Government. 

0. — You want the kist to Ik? collcH?ted later tbenP 

A . — Yes, 

Will it not intcrleie with the budgets 

/I.— That is not an insuperable difficulty. For instance youi- budget season 
ends with :Mst March but the fjuili your on which the land revenue system 
is hused ends with 30th June. 

Q — Where do the local bo<]ie.H invest then money nowp 

4 — In most districts they are inve^sting in co-openitive hanks. 

Q. — That is helping the co-operative movement? 

.4. --Yes. 

y. — J)<.>es a portion of tlic civil court deposits and the money of the lo4:al 
liodies also come to the co-o))erative banks? 

A.— Yes. 

Q. — \"ou want then that they should put ininietliately all the money into 
tlie co-operative societies? 

A , — That will depend upon the necessity of local bodices. Tliey are not 
going to help you at their expense. 

Q . — Have you hoard of any spurious banks being started? 

A. — Our district has got some spurious banks. There is absolutely no 
doubt that wo want some sort of control on these nidhis. There is a lot of 
trouble with regard to them. They are only nominally registered for a parti- 
cular amount. 

(J . — Cun you suggest means by which protection can be given to the depo- 
sitors against these spurious banks? 

A . — There should he a proper audit by the Government. As regards fees 
for the smaller banks they should l>o borne by the Government. There is a 
difference between joint-stock banks and nidhis. With regard to the nidhis 
thero is none to look into their affairs, and this system is not safe. Suppose 
a man takes Us. 1,000. He borrows Rs. 000; Rs. 1,000 in shares stands in 
his name. He can also draw" hi.s share money i)y giving three months notice 
in some hanks. What appears as capital should lie there as capital. 

(j . — Some of the nidhis are trying to convert the share capital into sub- 
scribed capital? 

A. — Some are ti-jiiig to do monthly chit business. 

Q . — We are told that the Insolvency Act is full of loopholes. Have you 
got any suggestions to remedy the Act? 

A, — It is not an Act which has to be put into foix-e in the uiufassal. It is 
based on quick i'eali*atiou of properties and things like that, the very object 
of the Act, is that thero should be no comi)etition among cr^itors and that 
the money may he roalissed to the best advantage which is never done. A 
frmiduleiit debtor gets advantage under the Act. He swells the amount of 
debts by spurious pi'o-uotes in the names of his own relations and frien<^ 
and the ci^itors get nothing but he goes on enjoying the prohie from his 
properties. It requires radical amendment. The purpose of the Insolvency 
Act is not seived. In a banking organisation the Imperial Bank is fit to 
serve as a banker’s bank. There is a complaint that they are differentiating 
debtor from debtor. It is neither a commercial bank nor a banker’s banlu 
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Q , — Suppose we want to bring about a connecting link between the Imperial 
Bank, the indigenous ^nks and the joint-stock banks? Can you make sug- 
gestions for co-ordinating these institutions? 

— The Imperial Bank as it now exists can serve as a t'entral organ iaation. 
It should not work in competition with other banks. We cannot have n 
central bank which is also doing individual work. 

Q, — There aro foreign insurance companies and exchange hanks in the 
country. Are you for imposing any restrictions on their opt^rations to make 
them retain the profits they make in India for the benefit of. the people 
in the country*? 

A. — Their deposits ought to lie here. They should keep here a poiiion of 
the profits. 

— Aro you for imposing any restrictions? 

A, — T would say that the security and other reserves ought to he kept in 
India. 

Q . — They have come here for the purpose of financing the trade of the 
country which other jointr-stock hank.s are^not now doing? 

A . — You will he ct'rtainly entitled to k<vp such trjuh' in the hands of the 
local people and impose I'estrictions upon them. 

Q . — Suppose you impose restrictions upon them. Will not then the trade 
he inconv*onienced for want of exchange facilities and importing fncilitiesf 

A. — I do not think they will suffer nwich. 

The Ch airman : Will not the trade sufT<‘i ? 

A . — If we remove one of the facilities for financing the trade you will 
have to pay a highei' pri('e for your exchange. Tlicv can ntiliKe our hanks. 
Only to develop our hanks we may give ndditioiml facilitii's to them. Our 
shanks may not he ahio to work as much oflficientlv as foreign hanks. By giving 
some sort of prcfei-ence wo can develop our banks. If von want to show any 
preferen(K> it must he done mainly hy Government. We can hjiv(‘ Ijranches 
all over India. Instead of European hanks coming hcK' ae ( an have* branches 
of onr hanks in London and other places. 

Q. — Your point is this, if wo imixj.se re.sii iciions on foreign hanks and give 
•ionn* sort of pieference to Indian hanks they will corjie into (‘\ist(*nce as ex- 
change hanks in India and in other places? 

A . — Wo do not want to deal with European hanks if wt* have onr branches. 

Q — Yon want tho.se hanks to k<H'p a luirtion of their (npital raised in the 
conntrx’ to he kej)! here? 

A . — Yes. 

Jfr. Qojmla. Mfnon : Yon know that these hanks arc financing the exports 
and imports. With regard to the insurance societies wt‘ can impose r(>strl(*- 
tions that thev should utilize' their profits lune )»nt with regard to the 
exchange banks it is not a question of re.striction ; hut yon want preference 
to he shown to tlie linlian joint-stock hanks? 

A . — The Government can do a groat lot. They cjui he t reated on etjual 
terms with Tvondori hanks. It is only in that way y(»n can dev(dop. 

Q . — Our hanks are not now doing exchange hnsin<*ss ami for that purpose' 
you want the Government to give them preferc'ucc* for financing th<' c xjiorfs 
and imports of the eonntn*? 

.4 .—Yes. 

Q. — The halaiU‘e of trade is brought over hv these* e*xehange hanks in the 
shape of gold? 

A , — Gold is never brought hero. The balance of trade’ is strne'k in the* 
London exchange. 

Q — gtill the balance comes in the shape* of sovereigns, ft is never *vr>rkcd 
out like that? 

A. — That is no doubt the theory. 

O.—Of course thev are keeping n portion in ciirrencv reserve hut still 
another portion of it is coming to India. The p<K)ple could have banked their 
monov and conhl have ntilir/ed it for the purpose of doing exchange business 
or developed banking institutions. If yon impose restrictions upon the 
exchange banks will it retard their progress? 

A.— You cannot really impose restrictions. Yon can give preference to 
WT banks so that they may develop. . 



494 


Q.—Tkisf hmve not taken up to exduuige bwftinafisf 

wQl haro to, by tditac adranta^o faetUMai givan. 

The Chairman : What faeilitiaaf 

A,-^The Govonunent can transact busineti through tb^ and laava thoir 
money with them. The people alto can use them for their bnaineBi. 

How? 

A . — The Government's credit can be used through them. 

Q . — Your suggestion is that the Government should hnanoe foreign tra^F 

A . — I did not mean that in the beginning ; but 1 would not he agaimi 
that, because in other countries that is what is being done. 

Mr. Gojmla Me non : Ts it because they have no foreign branches? 

.4.— Yes. 

The Chairman : How many of yonr banking firms in Madras, like the 
Nattukottai Chetti firms, have got branches in London? 

A. — T do not think there is any. 

Mr, Thnmau : J think you said in reply to an earlier question that the 
facilities for getting advanc*c‘8 on goods are not very great here. What is 
the cause of that? I find that in other countries not only commercial people 
hut even fanners can get loans on their goods and they create and readily 
discount commercial bills. How do you account for that? 

A. — The difference is this. In the trade centre itself there is a lot of 
money advanced on the security of goods. But in the village there is alwajs 
the difficulty of moving the crop. 

0 . — You say that the difficulty exists in the village only? 
d.—Yes. 

Q . — Ts there no difficulty for the smaller merchants to create such hills and 
discount them? 

A. — There are no hills whatsoever in these i)ni'ts. What they do is simply 
to borrow the money and execute a pro-note. 

Q . — Ts it tho practice in Tirnppur a.s well? 

—Yes. 

Q — What about Erode? 

4 — There are a few Marwaris who lend money and take bills. 

Q . — Tbev are merely accommodation bills? 

4.— Yes! 

Q. — But the Marw^aris deal in other business os well? Do they not? 

A. — Yes. Tn this district there is not much of the Marwari business either. 

Q. — Ts not this the chief cause of tho great disparity between the bank 
rate and the market rate? T)id yo\i say in reply to a previous question that 
there is great disparity between the bank rat<^ and the market rate? 

.4. — T did not say so. What T said w'as that hetw'een individual lendings 
there will be a lot of difference. 

Q . — Ts not that difference due to the disparity between the bank rate and 
market rate or one asi>ect of it? While certain classes of businessmen could 
borrow at the Tinperiol Bank rate, others who Jtre perhaps as sound have to 
borrow from the bazaar at much higher rates of interest? 

A. — That difference is being reduced now. Tn the olden daj^s tberc was a 
lot of difference, 

Q . — But is the reduction so ver>^ great? 

>4. — T think that there is a substantial reduction. Now, fo^r instance, on 
the security of goods you can get money in the Tirupmir market at 12 per 
cent per annum and on personal security the rate varies from 14 annas per 
cent to something like 2 per cent per month. 

0 * — But if we can introduce a system of commercial paper, it will enable 
the businessmen to get advances on goods and will make trade procei^ faster 
and more smoothly than before. Do you not think so? 

A. — I think they are getting used to it. 

0 . — Does the Imperial Bank deal with many businessmen in this distriftP 
A , — It is financing the ginning factories. 
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0. — And a good many othen? got loans t^i-ongh iho MarwarU? 

A , — It ia only in a very few cases that money is got through the Marwaria. 
The Imperial Bank has direct dealings with the ginning factories. 

Q . — Have you considered the possibility of transforming our hundi 
merchants into proper bill-brokers? At present they are nmstly carrying on 
lending operations? 

A. — The merchant is advancing to tlie man who produces aud takes the 
goods and sells them and has for him only the difference in the prices. 

— How do the cotton producers in the district raise their loans? 

A. — Such of those who can afford not to borrow loans do not borrow. Bui 
those aho require money take advances from the factory owners. 

— Do they borrow before the goods are leady? 

A. — In the old days when one man combined moncydending and trading 
ho used to lend money and c'ontract for purchasing tlie crop. Uiit now we 
have not got such money-lender traders. On the othm- hand the (‘o-operntivo 
societies are (‘oming in and they are prepaixHl to advante money and take 
the produce and sell it through the loan and sale society. 

Q . — To what extent? 

A . — There are 2(1 societies for the Avanashi-Tirn)>pur area doing such work. 

^ — What class of people resort to these? 

.4. — The middle class agriculturists. 

Q . — What is the si/e of their holding.s? 

A. — It will he about 3 acres of garden laml and 1 f)r 5 acres of dry land 
on the average. 

Q . — Do these sale societies em[>lov experiemod men to transact their 
business ? 

A. — Wo have a merchant wdio is the swu’etary aud who knows the market. 

Q . — Does ho sell it to the ginning factories or in tlu* open maikct? 

.4. — He sells it in the market. 

Q . — Is there an orgajiizod market in Tiruppur? 

.4. — Yes, 

0. — How is the market run? Is it run on the lines of Sholapur or Berar? 

A.— No. 

The (^hairwan : There is no weekly market? 

A.— No. 

Mr. Th omas : Do you think that there is need here for an organisw^d tnarket 
system ? 

A. — 1 think it is not necessary. 

Q. — Have you l>een able to get the top prices in tlie .sail's of the co-operative 
.sale societies ? 

A. — Oh, yes. We never suffer in that respect. 

Q . — You .say that the prices generally improve after the Imrvrst and are 
low at the time of the harvest. Is it true of cotton also? 

A. — The effect on cotton would not he the same foi the leason that lU 
price is conti'olled by the world market. 

Q — What about paddy? 

A . — It applies to paddy. 

Q . — Has it been the ca.se during the last two years? 

A. — If you take the account of a man who is dealing largely in paddy yon 
will find that the differenc*e l>etween the market raU‘ at the harvest time and 
the rate three months later would he something like Its. 2 per salarai. 

Q. — Do you know that during the last two years the prices went down 
after the harvest? 

A. — That may he due to other cau.ses. * 

— Are you aware that nco is being exporte<l from Rangoon? 

A. — We do get Rangoon rice sometimes hut I do not think that wc got 
Rangoon rice last year. 

— You agree that there are not at present adequate facilities for carry- 
ing on internal trade in the Presidency? 

A . — Yes. 
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Q , — Da you think that the co-operative moveniant can do much in that 
lioaK 

A. — It can it it in proi>erly organised. 

Q . — Do the urban bank or otlier cx>-operative banka in the district diaoQunt 
hiili of exchange for the members P 

A . — We do not deal in exchange bills at all. 

Q , — ifrhat do yon think of the system of co-operative hanks, especially 
urban banks discounting the bills of the members and thns facilitating the 
remittance of money P J)o you think that this function might be t^en op 
by co-operative banks P 

A . — I think it will l>c too much for them. 

Q . — Is it because you think that it is esaentially the function of commercial 
banks that you are against itp 

A. — Yes, and the eo-oi>erative societies cannot undertake such work, 

Q, — 1>) you think at any rate, that in places where there are no joint- 
stocjK banks co-operative hanks might assume some of the functions of com- 
mercial hanking? 

— I do not want the co-operative societies to do such kind of work. If 
they take to it, then they inuy lose. For one thing the bank rate is not 
very attractive, 

Q . — Do the societies give fairly high rates of interest on deposits? 

A. — No. They give you 4 or .0 per cent, but I can get 10 or 12 per cent 
OTi immovable property security. 

Q . — But will such investment bo readily rcalir.able? Is it not locked upP 

A , — Bo long as I get a good rate of interest I do not want the money. 

Q . — But businessmen may want the money at any time and might like to 
keep it liquid P 

A . — The depositor is not always u businessman. 

Q . — Even among non-bu.sinessmen are there not ninny who are looking 
foi’ward to purchase .some property when it is avnilalile? 

i4. — If you have got your <*ve on the property you generally lend on it as 
RiK’Urity and allow the interest to accumulate until tlie principal and interest 
appi'tiach the value of the property and then you will in the natural course 
of things get it, 

Q . — Is that the usual practice in Coimbatore? Do you think it is a fair 
way of purchasing property? 

A . — The question of morality is difficult to settle in these matters. 

Q . — I see. Have vou had much to do with nidhis? 

4.— Yes. 

0. — May T know if the nidhis are mutual benefit associations? 

4, — Mainly it is a sort of joint lending. A number of j>eople having money 
to spar© join together and do joint lending. 

Q. — But, that is also wdiat the joint-stock banks do? 

A, — Yes. But the difference lies in that the nidhi really helps one or two 
people to become office Inuirers and is started for that purj>ose. It i.% just to 
oblige a particular man that his friends and other people join as share- 
holders. The capital shown is only a .soi*t of nominal figure. 

Q. — Are the nidhis not financing agriculture to a certain extent? 

4. — It is not much though they lend money to agriculturists also. 

(?. — Do tViey not lend on moi-tgage at all ? 

.4. — Ordinarily they do not, except a few banks. 

Q. — I found from the balam*© sheet of some nidhis that they lend much 
on the security of land. Do you think that such business is sound? 

i4. — That is the trouble. There are a number of difficulties in the way. 
It all depends upon the particular man who is running the institution. 

the depositor well secured? 

A , — That is the trouble. 

— Do they take any loans on security of their shares and allow the with* 
drawal of shares? 

A. — Yes. 
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J. — Do thej* keep anv iTMsrvc fund at ail? 

, — Yes. A few l>auk8 do really run on very well. I can inetiiion to you 
^ur or five banks whidi run on satisfactory lines on the basis of joint-londina. 
Bui in regard to the other banks I cannot say the same thing. 

0. — Since you are a co-oi>€rator, may I know^ whether in the villages you 
would develop the co-operative societiee and oust the money-lenders from their 
trade? 

A. — Yes. 

Q' about the organised indigenous bunks in the towns? Would you 

oust them? 

A. — Once you organise co-operatively, then theix’ is no luoiu tor any oHicm 
institution. 


0. — in your view, then, co-operative bunking must take llie placo ol the 
whole indigenous banking? 

A. — Yes. ^ 

Q , — Where is the i-ooin lor private initiative? 

il. — I think the initiative re(|uiixHl is in the co-npcrativ<‘ held, 

(?. — Do you think that there would he grout hnanciorK and ciitrej>ieneui*H 
of industiy under a system of co-operation? 

A . — I think thei'e is room enough for any amount of initiative. 

({.—What is the experience ol the village (“o-operatix"o societies here? 

A . — We have l>eeii c*onhning oin*selves mostly to tlu* crotlit work ami us 
long as that is the case there is not much room for development. 

Q , — Is there any difficulty in the way of tlie co-oiierative sixieties doing 
more and more marketing work? 

A.— Yes. 


Q , — Do you depend on honorary workers? Does it enable you to obtain 
the seiwices of trained hands? 

A. — I am a believer in paid work. 


Q . — Is there much transfer of land from liorrowers to money-londers in 
this di-strict? 

A. — There is very much of tliat. Practically the wliole of the land in the 
village changes hands once in forty to lifty yeans. You first leml the money , 
then the interest accumulates, and then you bcMHune the owner of the land. 
In your turn you begin to borrow or the generation liegiiis to borrow and 
the same story is being repeated. 

Q. — Doe.s it mean that there are moiv absentee land-owners? 

A. — In this district it is the middle class man who is Uith the owner and 
the tenant. 


Q . — Is tenancy incieasing at the expense of ownership? 

A. — It changes. Generally the land does not go to the money-lenders from 
outside. What haiipens is that some man in the village itsidf gets mom-v 
somehow or other and he gives tlie money on his neiglibour’s land and uHi- 
me^tely purchases the land. In liis turn lie hocomes the owner of the [irfuierty 
and along with it also a borrower. 

J, — Xre thei*e not others who consolidate holdings by such purchases? 

. — There are a few who do that. 


Q — There are others who cannot cultivate tiieir land and lease it out to 


tenants? 

A. — Yes. Bui there 
when it ljecome.s divided 


is tlie other side of it. That is that the joint family 
results in the division of tlu* property as w’ell. 


^.--Xhe ownership of land is changing hands, the wealthier dashcm 
purchasing from the impecunious. This results in the increasing ownership 
of land by non-cultivating people — a class of capitalists? , , . 

— Except probably in the wet areas in thus district the cultivator and 
the owner are more or less the same i>erson. 


O.— -But you said that the land is pas-sing hands (constantly ? . , , 

A ^Yes, but I also said that the land does not pass into tlie haiida of # 

outsiders 

9 .— But even if they are insiders, the wealthier i>ersons do not themselves 

cultivate much land, do they? i 

A. They may but a change takes place within the next generatioiK 
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Q ,' — But in it not after u ct)iifiiderable iiiiieP 

4. — There will be partition in the family and the result will he that the 
landu change hand». 

Q , — Bo there is a constant flux, but is it so rapid and so tangible as you 
seem to suggest? 

A , — J think it should be correct, f have seen many villages and there it 
is only u tew families that remain without W'ork. 

Q. — How can we iiicieaM,' saving and thrift? Have you any proposal for 
increasing the investnu^nt habit in the country by means of Inveetment Trusts? 

A. — Such may lielp the professional class in towns. There are also a 
number of i>e<»ple who do not know how to invest their money. Jt might 
help them. 

Q . — From the* point of view of thrift, is it not an advantage for a small 
man to join a chit or even a nidhi of the right tvpe? 

co-opeiatioii also we are trying U) do that. We aix? trying to 
collect share <’apital and build uj) reserves and things like that. 

Q . — But dot^ co-operation not compel a man to save? At any rate, is 
there not greater iiK*entive lor saving among those who have joined chits? 
Ck>-operativo societies as they are now i-onstituted do not provide for what 
1 may call compulsory saving? 

A. — There is little room in the (‘o-operative field for that of thing. 
But our idea is that each society should be self-supporting and it can onFv 
l>e so if they help the peo[)lc to save money. 

Mr. Muthiah : In raising the ((uestion of controlled audit you 

said that so fur us money-lenders are coneerne<l it is not necessaiy, but so 
far as indigenous lianUers are concerned it is necessary. Would you make 
it obligatory ? 

A. — What I said was th/it where, tliey take in deposits above a certain 
limit and vvliore they do discounting of bills, in such cases this audit ought 
to be eompulsorv. If a man clocks liis business with his own capital only or 
if he dcK*H business only to a small extent this audit is not necessary. 

Why? 

A . — it involves trust. When one man discounts a bill or takes in deixisits 
it means that jicople have confidence in him and if his audited accounts are 
available then there will be more* c*onfidence and safety and it is only for 
such that I want some c*outrol, not in the other case. 

Q. — What limit would you suggest with regard to deposits? 

A . — I would say about Rs. 4(),()(K) to Rs. 5(1.000. 

Q . — So u per.son who takes in deposits to the extent of Rs. 50,000 should 
come under tliat control, whatever l>e his capital? 

A. — The basis of deposits is more important than his capital. 

—Suppose a man has a capital of R.s. 10, 00, OCX) and takes in deposits to 
the extent of RvS. 50, (MX) would you ask him to come under the control, or 
one man who has a capital of Rs. 1,(X),(MK) and takes in Rs, 50,000 deposits? 

A. — I will say it is as net'cssary in the case of the one as in the other. 

Q. — Tliei'e may be .some indigenous hankers who are able to attract deposits 
from some of their friends to a large extent. Why should you place them 
under the control ? 

A. — The restriction is only in the interest of the public. 

Q . — There may l>o a certain amount of people who may l>e willing to 
invest money with the indigenous bankei's even if there is no control? Why 
not give them the liberty to join the control or not? 

.4. — Yes, that can also be done. 

Q, — You said in connection with some other thing that instead of placing 
♦ restriction you should give facility to the banker who comes under the 
eontrol P 

A, — The man who comes under the control will command more confidence 
ftnd people will oome to him in larger numbers. 
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jif.—But do not compel those people who do not want to ioiii the control 
to join it? 

A, If a man comos under the control that can l>e started and tlioae p€!>ople 
who go to a man not ctimtng under the control will do so at Uieir own n»k. 

Q - — Why not leave it to them to join the control? 

A . — ^That may l>e worketl out in the ordinaiy^ course of things and the 
hanker himself would find it very convenient to come under the control, 

Mr. Goimla Menoii : Is it not nocessaiy that tliose who take in demisiis 
should be brought under tlie control? 

*4. — It is not necessary. 

In the interastH of the public do you not think it lu'c'essary ? 

A . — But the, public who know’ that a man has not c'oino undcM" the sciieine 
of compulsory audit lU'cd not go to that man. 

Q. — But ill some iilaces the people are so ignorant that thev may not U' 
able to know who in the controlled man and who is not the c'ontrolled. 
With regard to ixM sons who come under the control would you uuthoi ikc the 
local l>odie.s to deposit their moneys with them? 

A. — No, because so far as the eo-operative banks are eotu^'miHl there i.s the 
unlimit^ iiahility, hut w ith regaixl to tlie private man even though his books 
are audited tliere may l>c a lot of siKHulation ou his part; he may have lent 
money to some persons and lo.st the whole of that and there may W' nothing 
to fall back upon. He may lend Rs. ,5<),(KK) or Rs. 1.0(b(HX) to one man and 
lose the whole of it, but in the eo-operative scK'iety an individual will Ir^ lent 
not more than Rs. 2, (KM) and if a man fails the, niaxiniiini loss will be onlv 
that amount. 

Q. — ^What is tlu‘ advantage that you give in return lor the restriction 
that you place on him? 

A . — The only guarantee is that lie is not a fraud. 

Q . — You do not want to give him any special facilities lor the ivstriilioiis 
and the extra expense lie has to incui ? 

.4. — Oi\ly to this exWnt that you give an ussurams’ to the public that he 
is not a fraud. Then* is always the risk of loss in trade and the risk of a 
man being a cheat. You avoid the one and not the other. Loss he may hu\e 
but he is not a cheat. 

Q . — So far as the persons wlio come uiuler the controlled audit are (con- 
cerned, would you alloiv them special facilities in tlie central rc^senve hunk? 

A .—Certainly. 

Q . — Because the eontiolled indigenous hunker will produce a hulanco slieet 
that ho is reliable? 

.4.— Yes, 

Q , — Some witnesses wanted tliat warehouses should he estahiished and that 
warehouse receipts .should he made negotiable also. Do you think that the 
Government should run the warehouse.s and give certificates or do you think 
any other agency should come forward? 

A. — The Government cannot undertake the .starting of warehouses, l>e<*ause 
it will Ije beyond their scope. Ceituinly it will lie a great advantage if those 
c^ertificates are made negotiable, 

Q , — But would people have confidence if warehouse receipts are granted 
by private persons? 

A. — Any bank may give it, 

— Would banks advance money on a wareliouse receijit granted by a 
private man ? # 

— I think so, as the man says 1 have in iny charge so niaiiy bales of 
cotton and will hand it over to the person pi'oducing the certificate. 

will be the guarantee that the goods exist there? 

A.— He will be liable to a criminal charge. 

Chairman : Would you propose that the key be handed over to the hank ? 

A . — ^If the godown keeper i« a rich man and people have confidence in him 
it is hot necessary, 

Mr. Muthiah Chettit/ar ; Do you think such rich men would come forward 

and run the godowns? . , , i j 

A. ^Yes. If rich men come forw'ard then the banks can undertake it. 



Q . — llitjre ttinj foreign c^uiitrieb where the warehouii^ are run hjr 

tile Government? 

A. — It IB rather difficult seeing the exteiit of the country and the amoant 
of goods that will have to ho dealt with. You cannot expect the Government 
to run godoaiis. 

(j . — Why not have godowns in every taluk and make the tahsildar the 
agent? 

A, — Jt cannot he done. You cun l>etter have the money-lenders or the 
co-operative societies or even joint-stock companies having the godowns. 

Q . — Would you allow the village c*o-op€rative society to nin these ware- 
houses ? 

.1.— Yes. 

y. — Would you allow other hanks also to advance money on that or would 
you allow' only co-oiMjrative lianks to lend on that kind ot security.^ Do you 
want any lestrietion as to the agency which finances the produce stored m 
tlu* co-<jperative godown ? 

A . — There uw^d not he any restriction. That wariHiit can he made nego- 
tiable. 

Mr. (fOixjIa Mr non : Tlie tiouhle i.s w iio is to see that it is worked ijroperly 
and the thing is there or not!^ 

.4. — It Will have to depend on tiie iiulividuaJ’s credit and on tlie reliuhility 
of the man. 

Q . — Do you insist on getting a deposit lioiii these people 

A . — It is not necessary, because the certificate will he only worth his 
croclit, 

Mr. Muthiali ( licit iyar : Yon said the (o-o|)ei alive movenicnt siiould rephuo 
the village mouey-leiider in the districts ana also the indigenous hankers in 
the towns'" Is it possililel" The ed-oi>erative societies liave been working for 
the last 25 years and they have only lent till now' Hs. 0 croros. Is it not a 
proof that it is iuipossihle 

.4. — If we have not achieved it in the past it does not mean that it is not 
jiossihle in the future. 

Q . — Then what other avocation can you suggest to the indigenous bunker 
if he is driven out of tiiis lield? 

.1. — He cun deposit his money in the co-operative bunk and ouni interest. 

y. — Do you think these indigenous hankers would c'ome forward ajiid deposit 
moneys in tlie co-opeiati^e societies? 

.4. — Otherw ise they can enter trade, start industries or develop agriculture 
instead of depending u])on money-lending business. They can do so many 
other things. 

y. — The indigenous hunker in the course of his business comes into posses- 
sion of laiul. Is he not anxious to sell that away? 

A , — 11 he comes into possc-ssion of land the moment he gets a fair price 
he sells it away. 

y. — As regards the nidhis there is aiw'ay.s the reduction of share capital 
when one man withdraws his shares. Are not the security to the depo8itoi*s 
lessened thereby? What remedy would you suggest? 

A. — There ought to he a strict audit and a special actuarial valuation of 
the assets and liabilities of tlie nidhi onc^e in throe or four y^ears. There 
ought to he also stringent laws that no loan should be, given on the security 
of the shunes of the bank itself. * 

The Chairman : Have you any idea as to what extent money that has gone 
into the village and has been hoarded is coming out again? 

A ,' — There is not very much of hoarding in this district. Most of the 
money is spent in the improvement of land. 

y. — And the savings? 

A. — There is not much by way of savings. As a matter of fact agriculture 
is not a paying concern at all. That is the whole trouble. 

— ^With itjgard to the co-operative movement is it used by money-lenders 
to recover their own loans and by lawyere to develop their practice? 

A, — There have been a few cases in which money-lenders got iu for pur- 
poses of recovering their loans, but such cases have very^ few. 
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Q - — With regard to this institute iit Coiiubatore do you thuik it can be 
developed in the direction of a School of Agricultural CommeiTc? Now yoo 
have got pure commercial schools in one or two places ami there is the 
Agricultural IVpartment dealing principally with (he tivhnunl side of 
agriculture? 

A. — "What I have been thinking of is that each village wants woikoix not 
enly for co-operative credit but for all sorts of work in runil life. For that 
purpose for training such workers I would like to have an institution which 
will teach everything, agriculture, sanitation, hygiene, a little bit of adminis- 
tration, co-operation and things like that. I am trying to have a Mhi>ol lik«* 
that started in Madras. 

<?. — The difficulty is there ore two hronches of husinejis. one in which the 
outlay is commercial and brings hack a return and the other in which the 
outlay would bring back no immediate return such as public jior\*i(H>s hut 
which ultimately may bring in a I'eturn? 

A. — You cannot differentiate like that. 

1?.;— ^There are these district hoards and other h<Klies sptmding money for 
amenities and not for getting any direct return iHuietit. In tlu' present (s>- 
operative movement the district hanks and the pro\'incial hank at the head 
ni^e engage<l in utilizing their money for purt>o.M's which bring a detinite 
return. How would you finance this a<'tivitv which will not bring u return? 
Ho you not believe in the serious risk of the c*(>-of)c ra t ivc soeiedies utilizing 
its funds on activities w’hich bring no return? 

A. — T do not fear for that. I c'oiisider co-oj>erat ion jis a cf'riain attitude 
of mind. It runs through all human relationship. It tbx's not stoj) with the 
society and this and that. 

Q. — Ts there no risk of the funds being uscmI without regard for sound 
financial principles? 

A. — Tt will not lx? for this rea.Hon that you can keep st^paiato accounts, 
e.g., the Government gives a separate grant for adult (Hlmation and the 
account for that is kept separate and the grant is separately accounted for. 

Q. — There is a separate society for that ? 

A. — In the Punjab they have sepamte .Mxieties. b\it in the rnito<l 
Province.s both objects are worked together in one locality, I want the institute 
to develop into a research institute. 

Q . — And teaching too? 

A. — Yes. teaching w'ith research, research at the hack of teaching. 

Q. — W’lio is going to teach them? 

4 — I think you can get teachers, hut not many shulcnts. 

Q . — The classe* here are kepi up to their Hinmgth. Are Tint ihey"'^ 

A. — Yes, l>ecause everybody studying expects to ho immediately employed. 
Unless we give them prospects of iinmediaU* employment they w ill not come 
forward to join the classes. 

The Chairmnn : Are you of opinion that there is improvement in the 
co-operative banking generally? 

A. — The people w’ho actually run the hank are hc'ttcM- trained. We arc 
insisting upon their being trained and they are generally tiainod men and 
know' what to do? 

(J). — What about the o^erdues in this district? Jfavc they not hocui 
decreasing? 

A. — So far as this district is concerned, it is decreasing. WV cannot 
promise that it will he so for ever, because it deiiends on thc^ monsoon. The 
situation has been improving, but now* the outlook is not very hopeful. This 
year there has been failure again. Unless there is a good rain in the im\t 
three or four days, cotton will not yield anything. W'e cannot oven realize 
a 3 anna crop out of it, and there is no w'ater available for irrigation also. 

Q — X good deal of money has been lent as takavi loans, has it not? 

. A.^-Yes. 

Q , — You want the improvement of the co-operative movement and better 
irrigation facilities P 
A. — ^Yes. ^ 

Q , — Ho you think that the existing system of co-operative audit is satis- 
factory p 



482 

jI.—I cannot say it is quite satisfactory, bnt it certainly is better tbaa 
irhat it was some time ago. 

Q . — What do you think about the audit by chartered accountants P Is 
that satisfactory P 

A. — They simply sign. The Secretary* is practically the man who audita 
the whole of the accounts. In some banks I know the Secretary takes the 
balance-sheet to some auditor in another place and he simply signs and gives 
a certificate to the effect that it is correct. 

O . — Would it bo possible to control audit except by Government? 

A . — For the moment I cannot think of any other liettor agency than 
Government. The Government is really the only agency which can effectively 
cwitrol the audit of the institutions. 

Q — Do you not think that an Association of Bankers started in a central 
place, doing their own supervision and audit by their staff can effectively 
undertake this business? 

A. — T do not think it is possible for them to exercise any efficient super- 
vision and control over the banks. 

itMr. Thrman : 8o, yon agree that some organization is needed for making 
economic enquiries on the ctmditions of agriculturists. Do you think that 
the co-operative institutes might l>e entrusted with that work? 

A. — I am suggesting now that some of the supervisors who are touring 
in the villages may make some sort of economic enquiry in villages each year. 
That is what I am going to do. 

Q . — In regard to such enquiries, only trained people could undertake them 
with advantage? 

A .—Yes. 

Q — Do you not think that some central institution is ne<i«dod at the head- 
quarters of the Presidency to guide and co-ordinate such enquiries? Without 
tne guidan(‘e of such an expert agency, do you tliink that the institutes of 
some central body in Madras which is supplied with experts would not be 
authoritative in their conclusions? 

A. — We should have a society of i*esearch in Madras, which will co-ordinate 
all these a(‘tivities, draw general conclusions and all that. You may leave 
the whole work of collecting materials to the local men. 

Q . — The existing institutes are useful as teaching (cntrc's and an agency 
for propagandising ideas and training works? 

A , — The institutes can do a kjt of work, provided they have got the 
mone^^ and material. 

Q. — As they are at piosent constituted, not much research is practicable 
at those places? * 

A. — Now they have euoiigh to do. I do not think they can undertake 
anything more. Unless you give some more men and money, they will not 
ho able to undertake tliis sort of enquiry. 

(The witneas then withdrew.) 
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Wednesday, 5th February 1980. 
COIMBATO&E. 

Present t 

Mr, H. M H l .C’.S. ’hairmnn). 

}Mr. P. .1. ThoM.VHj M.A., H.I.ITT., 

. ('. Coiv\i^\ Mknon, m.l.c. 

Mr. M A. Mithiah Chettiyah, b.a. 

Kl»an Haluuhii Hamfku Sti.tan MAiurviii Kaiiiii Hahmhn . 

M.R.Ry. E S. GAJS^APATHI AYYAR Avargal, B.A., B.L., 

Pleader, Erode. 


Oral evidence.* 

'Ute ( Inn mm n : You aiv with tlu» Uroclo Urhiin Hunky 

A. — I hiivo Ikhmi ('oiiiHM tod with the hank lor tho last lour yours us 
Prc'.siftont ufid as Diroctor tor many yours. 

(^K — Aro you (*onn<»( tod w it)i any othor liankiup; oi' finunoial oi ^antEut i<»nM 
or nidhisy 

A . — I was a sha I <‘holdoi* for sonn* time in tin' Krtxh' Hai^k. Ltd., wliiih i« 
a j(>int-stook ha?ik. 

Q. — 1> that hank lun on an ordinary nidhi systoin? 

A . Yos, It is practically a ni<lhi. 

Art' yon oj opinion tliat such iiitlhis .should lio oruyniraj^od y 
I. — hank nas pniti' snoix^.stnt dnrin;.i tlio tinu' it workoii. It nil 
(h'ponds «)n fin* personal oMthnsiasm and interest ol tlx' ortian i/.ors. Pht' 
orieiiia) ni^anizer look .a ;i;reat deal of interest in its afTiiicK and it worked 
well. Now ii IS iitjt m a vers sontn) condition. || will he the Mjinif' (aiso 
with any oiln t or^ainzation of that sort. If the snccessors of the oriKina! 
organizers ai** not a(tiv(‘ men th(' bank is hound to deterioruto. Heiuo 
enconrageiiient mu.st be given to thoRO nidhis ho uk to Kfxaire oigariira- 

tion and men who <<>nhl take sonn* ri*a] inteM*st and mithiiHiuHiM . 

Witli rt'gard t<j indigeiions hanks it has Ixh*h snggo.sted that it nnglit 
hi' }H)ssil>h* to improve tlieir {losition hy bringing them under a KVRfem ol 
i'mitrol of audit. The only <>ther institution that has control of audit at th<' 
pre.st'nt tiiin* is the co-riperative society. Do yon think it is jioHsihle to 
do so y 

.1.-1 ha\e oxpresst'd in\ vit'ws clt'arly in this matter in my memorandum. ' 
There ait* iwm views. .Some ptxiple think that thc‘ indigcnions hankers miist 
Ik‘ encouraged and protecUnL I am of ojjinion that they should he brought 
luund to the level of joi nt-.st<H*k hanking or c-o-operiitive hanking. 1'heir 
angle of vision at the prv^ent time is tnainlv that of profiteering at tho 
<*\pen.so of piHir agriculturists and other people. 1'hey <nighi lx> fx>nvert4Hl 
into co-operaUirs and theii view of profitix^ring should lie thorouglily cliangcsL 
1’he profits of usury whiili ought to go txuvanls the building up of a hasis for 
thrift among tlie people, go to strengthen their own organ isuition and 
impoverish and demoralize the eountiw. I urge that they must l>e fil>sorlxHi 
ill some kind of co-ojierati ve hanking. On tho other hand iinjKirtant hanking 
authmilies like Mr. Ouhi -v are of opinion that the indigenous hanks are a 
great fuetor and that they must l»e protected. Unfortunately I 1>eg to differ 
from this view. Their angle of rision must he ehangetl from one of usury 
and profiteering, f liave made my views vory <1ear in my writUm evidence. 

• For w'riticn evideiic*<‘, vide f^age-s 1(K)1 1100. vol. HI 
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Q. — AlK)ut the quefition of audit, do you coiii»idt*r that the system of audit 
carried on at present among the eo-ojHjrative soeieties is good? 

A. — Jt is fairl3' gcKxl, }>ut tietter audit eoiild Jk" arranged. 

Q,—How? 

A. — 1 am in charge of a co-operative audit union here which audits the 
limited liability sixicties. As such 1 think that an independent organization 
lor i»iir{>OH4*H of audit on an elaborate and detailed basis is necessary. The 
audit {'urried on at prcsmit by Government through their inspe<*tors is no 
ilouht efficient liut it could he made more satisfactory by making it more 
deiaiitMl and elaborate. 

y. — Is the pre.sent audit of co-operative .soc-ieties not sufficiently detailed 
in your opinion ? 

A . — With your permission, 1 may say it is not. It is impowsihle for the 
co-o(H‘rativc ins[>iHtoi- to V'mify all information that is furnished during 
liis audit, in the very short time at his disposal. For instame loan tians- 
aetioriH and papeis relating to the same, property statement>i, etc .. — all the.s<^ 
details are iiniMissihle to lie verifk^l by an audit4)r within ilie time allowed. I 
thei-efore am strongly of opinion that there should lx* a soinirate organizniion 
for the jiurposo. 

Q . — Would it not cost the siKieties a great deal? Can the* so(ieties atford 
to jiay for the audit? 

A . — 1 think tlie so<*i(^qies must i»ay for that audit Ktficii'nt audit is an 
important duty. 

Q. — HoW' many days d(K‘s an auditor take to audit a village* soeiedy? 

.1. — I do not say that village societii*s give* any gre'at trouhfi* to tiu* 
auditor. I am only referring to big urban hanks. The village* soeiety’s audit 
will rexpiire* iieriexls ranging from A tei 10 elays. aceeueiing tx) the operations 
carried on by tlie .society. 

-Who dot*s tlie uuelit eif big iirlian lianks? 

-During the year 1927-28 it was done liy the elepartmental insjiextor. 
It gave him very great tienihle, Imt still he was able to do the audit satis- 
factorily. I hope the* auelit this y(*ar 1929-00 will he veiy nmeh sat isl aedory . 

fj). “Do you think tiuit the Geivernment auelit at present is not satisfactory ? 

.1. No, f del not make sue-h a statement. The audit by Geivernment 
riisiieetors sei far as \'illage societies are concerned is satisfactory enough, hut 
with regard to big urban hanks I think it must he* improved. 

(>. — Heiw long elid it take the auditor to auelit the* Froile Cihan Ifank? 

.4. — It toeik him jiractieally 25 days for the liiia^ audit of the hank. In 
tl;e first instajici? it jiresented a lot of difficulties. Tlie stall emjdeiyed liy tlie 
hank are not adequate and do not pt>ssoss adequate knowledge of accounts. 
The entries were so irregular that the auditor experienceel very great eliffi- 
eiiltiiN to draw up tlu^ balance-slieet. The Assistant TIe*gistrar in the end 
canic to his rescue and the audit was completed. 

Q . — Do you find that the training given in the co-operative institute here 
to the staff is satisfaetorv ? 

.4.— My own opinion is that the training given in tlu^ institute is eiuito 
good so far as work among rural co-operatoi's is coneerneel. As icgards bank 
clerks, T do not think that it is sufficient. We have deputed a eleik this 
year, 1 liave my own doulits whether the eurrieulum of subjects he has to 
study will make him an efficient hank clerk. 

Q . — Is tliere not a sjjecial class for hank clerks? 

A . — I do not know' whether such a class has been organized. If one is 
starttxi like that, I have no doubt that it would he a great advantage to the 
Viank clerks and to the banks as W'ell. The banks will he certainly willing 
to avail themselves of such a training. 

P.^Do you consider that these students who are trained out of the insti- 
tute, ai’e really impixiving tlie w'orking of co-operative societies? Are they 
taking any interest in improving them? 

A.— It is liardly possibV to prc>nount*e jiidgnient in this matter now. It 
is only recently the school was started and I canne^t say what effect it has 
produced up till now. 



4»6 


— Vuur view with rvgarU to iitdigeiiouti hatikoi'ti i5> tlmt they ultould li« 
:il wigtheiuHl or thut they .dioiikl t>c» al>8orl>ed into bttiikiiig org«nt»ntioui»)^ 

.1. — Indigenous Imiiker's as a class are a valuable iactoi, Tliey have goi 
loc'al ex|>crien('e and we mnat make ol tbciu for a better iiieal. 

Mr. (ioiMtlo Mtnoti : What aix' the diffeix'iit elas^^s ot indigenoiiH hunkorM 
ill your district.^ 

i. [ do not know iiow far the word hanker applies* to the class of poopio 
known us such. Theic are Nattukotlai C'hettis who do iK)t re<idve <leposits 
hut do hanking liusinevs. There are also Marwaris. Mult-unis and other 
elasses ol jHX>ple who do i-egular hanking work. 

y. — Do you call Marwans, Mullanis ami Nattukottai Cliettis as indigenous 
hankei's 
.1. Yes 

y. You want the indigemnis hanker lu Ik* irame<l to lie al^sorlKHl or to 
suhordinateil to lUhei 1 oinks:' 

.l.My iini»res.sion is that tlu'v should get aliMii hi‘d as |K*rs;>ns \iho w ill 
lake up I es[)onsihilities in the conduct of the tH>-operain o and joint-3!tock 
movements. 

y. - Wlial Is tlieit present day relationship with ilK»se mst it iit Ions 
. 1 . Several ot the indigenous ))ankers (‘arr\ on husiiievs independeiitiy 
wnliout hav ing any con iiiH-t ion with them. Some are loiintH ted with the 
Imperial Hank nr the liulian [lank. Hut in such cases their c*onncxion, 
especially that with tlie Imperial Hank, is no douht to their advantage. 
He stands a'' a giiarantoi tor dist rihiit ion ot the monev 1 roin the lni|>erjMl 
Bank without heing sni>je<t to any sort of ('ontrol over him. He dim-ounts 
hundis. He has no restintions phu'C**! upon him. He is aide to lend at 
to -Uj per (cnt. 

y. I w ant to know wlii'ilier they toi in a loniiis ting link in tiiium nig 
trade hetwceii the villag(‘s anti (he towns with other financial institutions 
such as the Impel lal Hank and joint-stock hunks!'' 

.1.- 'I'liev lorni a < tiiinct ting link. I'ntlcr the lintHM iul Hank Act, the 
bcojK* nt work is j*estr icU'tl more tioin the |K)int of view of stnurity thuii pui- 
jHise. No restriction lui.s l>een im|K»s4Ml upon the indigenous hankci whfi geU 
the l>ills drscounted at the linjK‘rial Hank ri‘giirding tlic put pose for w liich 
he should advamt'. His money i caches even the agrn ult ui ist . Jlis inllnencc 
Is hecomtng largt* in the villages. 

y. - Js it jiossihle to wijie out his inlluenee? 

A. — Yos. 

y. Y<m want to treaie a co-ortliaatioii iM^twcx’ii tlic imligeiious hanker, 
tlie joint-stock hanks ami tlie Imperial Hunk p 

.1. Yes, I’he position ol tin* imligenous hankers at Enah^ is this, There 
are four Mnllaiiis. One ol them has got credit with tlie 1inp(*riui Hank to 
the .sum of Hs. 12 lakhs, anotln'r Its. Tl lakhs and another Hs. •! lakhs. 1'hes<‘ 
)K‘oj>le go on discounting IiuihIis with hardly an> cujiital. They stand a^' 
guarantors. I'wu peisoits countersign and one < asln’s it. lie gets the pr<dit. 
Their attitude towards the indigenous hunk is that ol a tiiiddicinuii lietaiusc 
of his anxiety to <listnhutc‘ as inii<*h money as he can. He lias no eye on 
credit. He does risky Inisiness. His prohts arc so large that even if tw-o 
or til rtH* fail he is aV>le to survive. 

y. — He knows the hKul (onditionsP 

, I .--Marwans coming tiom Hiiul do not know much of lo<'a! coiuiitioiis. 
At lir.st tlicy wire ail doing husiness imiepcmicnt of each other. They have, 
however, now comhiiieii and exchange informutioii every oveuing. 

y. — Do you not think that these* indigenous hunkers arc working in areas 
where hanks cannot go and plant an office? 

A . — They go and make profits for iheiiiselvch wheix* there* arc no hranclics 
of the Imperial Bank or ioint-stcH-k hank. I do not mean that they do not 
go to such places and woi' tliere. Tlmy go far into the eoiintry. 

Q . — Do you not think tfiat it [>€tU*r that the work of finatudiig those 
rural parte shoukl Ik* left to the iiKligeinHis hatikor than the hram-heH of 
Im}>erial Bank or joint-stock hanks f 
.1. — It is a question of seiiilrnent. 



^.“-Huw 18 the iiuli^t'iious hanker ItHjked ujh>ii? 

A . — I have iK?eii cJeveloj>iii ;4 a M4>it ot Tui Inm. Jli,s attitudf# la 

had. H iH outlook is had uiul he i)U8 no iiatioiia} mmiI intent. 'f'lin»u;y;h joint- 
sUK-k hunks and co-operative organixations we have l>een ahic to keep down 
the rate of interest. 

(j . — fs it possible to wipe out his influence? 

4 — ^Ve should not wipe him out, though it may he possible. We should 
try to assimilate him by making him deposit his funds in the joint enter- 
pfise and giving liiiii large r€sst>oiisihility in the munagenieiit. 

Q , — You want to see that he works in co-ordination with the co-operative 
institutions ? 

A . — Of course if it is inevitable that he should l>c an iudependeut unit. 

Q, To usftimilaie him? 

A. — It is the liest, if jiossible. 

How can you assimilate.'' IJy alisorptioii oi- liy co-ordination wdtii 
otht!!* hnancial agencies? 

.1. — liy absorption if possible or by co-ordination ; be should try to adjust 
himself to the changing conditions and weals. 

y. — AVbai is your objection for iiis iieing k(‘j)t as a primary unit in a 
banking Federation if a fedeiation is created at all? 

A , — No use unless liis angle of vision changes. Sujijiose a man lias ;o 
boi'i'ow Hs. 2. (XX). A co-operative bank will work to the purpose fur wiiicb 
it is nee<led as widl as to the eonvenienee and repaying capacity of the bor- 
rower. None of these are matters for concern with an indigenous lianker. 
Jfe only looks forward to the retuii) ol bis money with as tnuch lamefit to 
himself as possible. Tlie outlook will Ik' ilifferent (‘ven in tlu' matter oi 
collection. 

(^).“--What uie \oin‘ pi*oj)o.sals ? (‘an you suggest an\- way hy which he 
should he brought into a Imnking federation? 

A , — Must he hy enforced legislation and control hy a central organiswition 
in regard to policy and pracd-icc. (‘ontrol hy ]>ropei‘ audit or inspection is 
also necessary. 

Q — What is their outlook towards the co-oj>erat i ve inoxemcnt? 

.1. — It is true that their business is affected hy the growing strength of 
the movement and they have learnt it. They now look upon wdth jealousy 
and sus[)ieion the movement though ojiglnully some ol them were taking 
interest in it. Tlu‘ eontinuanee of the indigenous hanker with all his singu- 
larities is a menaee to the growing strength of the movement. He must 
he turned into a eo-operator and ahsorlied in the movement or should he 
made useful for financing only where the movement has not extended. I 
will even go furtlier and make him take charge of the credit side of the 
movement and carry on the husiness, if he would bring his resouiTCs into it. 

(,>. — You eaii probably tlo it in your area. But what about other areas? 

4 — 1 am not positive that he should he exterminated. 1 do not want 
that he should he destroyed. But the only difficulty is about the form of 
retention if he should ho retained in .some form. He should have a different 
vision and a different sphere of operation. 

Q . — Y’oiir jKisition now towards him is tliat he is responsible to some 
e.xtent ? 

A . — His object is to gain and nothing else; lie has no national outlook, 
that clue to the high rate of interest? 

A . — The very angle of vision with which he deals with his clientele will 
make it eleai*. He charges a high rate. In the matter of cclloctioii he has 
no sympathy, 

Q . — Suppose a legislation to reduce the rate of interast in the c'ountry^ 
is introduced. Can w^e in that way bring about co-ordination? 

A, — It would be possible to absorb him in that way. We nui.st develop a 
gri]) on him. He must l>e made u.seful to the soedety by l>eing made to ehai'ge 
u legal rate of iutcrest. 
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ilr. Thomit!* : In ^our incinoi auiiuiu you hiinl that iu|MV;ii is hliy mI 

far a,s other of inve.NtincMiU are euncviiieil. Nua nia\ i Knuvs uJtetiiei 

thib .shyue?>ji oi capital is truoP 

.1.— f have leloritHl in iiiy lueuionuulum to the hpectac »ilai efft'< l cau^o^l 
hy failures of hunks. People have not riM^tiveietl <H>iiiplelel\ lioiu the etfocUi 
(»1 hanks’ failuixvs (e.^., Arhuthiiot Uaiik). Thetx‘ is a rapul temlejuy nio\ 
totvards resortinp; to (le|H>sits hy [HHiple ulio have money, iHMause pVi\ale 
lending has turned out to 1 k' a most onerous and a very duty Imsmess aKo 
The effiH’ts ot the Insolveney Aet are so demor^iluctng that any sonsihle man 
would Ih^ I'ontent with a .small rate of iiitemst. if he ix>ukl fm sure ot iiis 
money in a safe r*onecrn. 

— Have you had any e .\ jhm lenei- ot Indian joint-sloek haiiks;^ Ha>> an\ 
joint-stcHk eom[>an\ siie<HHMh‘d ui South India? 

.1. — 1 have no (x)mx‘|it ion . The Indian Hank is (omiiig nj). it is our 
duty to see that whatever little money wo have is nnnh' to How into the hank 
lor the heneht ot the country . 

(^. — Joint-stoek l>anks art* iKxoming <s»mpetitoiN to co-operat i\ i* hanks. In 

what way? 

I — The indigeiums hankt'i> who are axaiksi ol lor eireniating tumls ol 
the large joint-stock hanks ami tin* small joint-Ntot k hanks (hat dt at due< tly 
with the horrowers, aii' all preparinl to (iml a market for them iegai<hess ol 
the caiiai ity ol tlu' horroaer and h\ redm iiig (1 k’ rate <if inteiest in the 
mattiu- ot issuing loaiiN. Sm h a l ompetition oM^ts at Kiodiv 

(j — ^ ou iccoimnciul that tht' joint-stook hank^ >honld ha\t‘ their oa n s[)lu‘re 
ol activity? 

.1.1 lliink that some muIi rcstiniion >htiukl he impo'^ed. As it i'». lht*ir 
activities aro coidimMl t«) the towns and extimd even U) the memlmi.s ot (ho 
ni haii haMk•^ At Krodi^ any mendx'r ol the nrhan hank < an go to the tow n 
liank with jewels amt get Hs. ;tlK) or Hs. hHi. as loan in no tunc. Many 
incmhcrs oi the Krodc I i han Hank arc it'sorting to sm h loans. 'I'Ik' town 
hank leml'' at [K*r <tmi. On a men.' application with a jewel the loan eonid 
1 k' liad m no time. I’lu' ( ounhatoic l ow n Hank is cojn|M‘ting thus w itli the 
Ercnle rrlnin Hank. 

f/.- Is It not legit iliiatv’ 

.1. It may la*. Imt tlnie art' tlic < o-*»ja»i a t n c hanks with then ideal.s. 
1'he (ompetition only tends to mnlt iplicat ion o) dehts that iu<' not fni’ Useful 
piirposi* and to indehtfsiness. 'the eo-operative hanks do goo<l husineKs. 

(J. in >on r oj:Mnion what should 1 h* tin* prim ij)le oi dilTerent ia t ion between 
the joint-st(>< k lianks and co-operativt hanks? 

,1. S>ii tar as the village is concermsl I wtnild not alkiw an.shoily to go 
into the V illi^ge as there aic (he « o-operat i\ <• institutions. The nrhan hunk 
must develop. The Imperial Hank must lu' preparccl to lu‘!|) the nrhan haid>v 
hy discountmg humlis in the se<<»ml instame. In the district centres the 
activity of liie jomt-sto<-k lianks might grow and ivxjdon* the field. 

Naturallv there w ill Ik* i-ompt.‘ti tion ? 

TIu* fiekl covertsl hy the <s»-opeia( i vc niovi'inciit will he piuetiiallv 
limitcsl to the v illages and the small towns. 

Q." V\\>nl<l yon like to liave hrum hes ol the joint-stock haidvs in sm It 

centres? 

;i.“ If it exists It ought not to w < .‘k in competition. Such institntioiiK 
should not deal with the memhers ot tlie eo-<»pei at i ve hanks. 

Mr, GojHthi Mrnmi : If he gets at a lower rate of inlcrest? 

\ — ] havt* no ohjection for the borrower getting momn fioin tiie jfiiiit- 
stcK’k company. 

Mr. Thouids : it your view that urhaii hanks ^ilionld discount hills? 

,4 . — Yex. 

Q . — Are you doing it now? 

I — j have not done it. I will tiy. It i.s done in noinhay. 

The Chairruun : Would y *\i restrict the lulls to mcml>ers? 

A, — Tliat is my object. A difficulty <x>rnes there. 

Q — How would you restrict their business? 

I — [ want this Committee should propose* some stamp duty e.xcmption, if 
the co-operative hauks are to discount hills and hundis. 
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Hr. Thotnas : There is groat disparity t>etweeii the uaak rate and the 
husutar rate. What is it duo toP 

A. — Beeausc the Imperial Bank cannot hare any control against their 
Mumari shroffs. 

(ff. — How can we reduce sudi disparity ‘r 

A. -The liorrower must get money at a clieaper rate of interest. 

(/. — So tar as I know the real difficulty in the way i.s this that ao do not 
deal ill proj>er coininercia! hills. But assinning that siu h hills exist, do you 
think that (' 0 -operativx‘ hanks could do it^ witliout .sacrificing their essential 
jirinciples 

A. — 7'he conimercial hanks may di-sttiunt thc.^e liills. Prohuhly tlie co- 
operative lianks can also do it. In ludia especially, it may he iie<‘e.s.sary . 

V- — flow may we redmx* the rate of interest in lliis country':^ 

.1. — It we want to reduce, the Imperial Hank should have dealings witii 
the merchants direct. While it was the old Madras Bank, it had a large 
volume of husiness with them direct. Now it has got only a few cu.stoiiiers. 
At that time they were making large [oohts. 

y. — They now deal ino.stly through tlie Multani.s oi other sliiofF.s. Hut tlje\ 
lire a useful intermediary, if they function as real hill lookers, arc they not:' 

A . — In foreign eountrie.s hill-hrokers are reasonable beings a ho are 
anienuhle. 

y, 'Cun yon not make them leasonahle liere as well 

.4 . Here the Imperial liank would finance the Mai wari at 6 per cent. 
He lends at 1(1 per cent. 

Q.- \h not tlie Imperial Hank prepared to lend to men ol standing on 
iea.sonal)le terms i" Wliy do not merchants go straiglit to the hank. Hatfier 
tliey are sati.slied witli iiurrowing on an aeeoininodation hill from a Marwari.-' 
Tf a hill has genuine eoninierciai tran.sactions belli lul it. wliy not go straight 
to the Imiiorial Hank? 

.4. — It may bo so. 

'I'/tr (Imhnmn : You say in your written niemurandum, that owing to 
e.Ncessive control hy the dejiartment, exjiansion work cannot he tlune in the 
co-operative movement. Can you give us an example? 

.4. — As the President of the Erode (hhan Hank I Jiave l>een making very 
many propo.sals which have been turned round. There ivns nothing wrong 
in my projiosals as fundamentally opinised to tlie [irinciiiles of the co-o[>eratiYe 
moiemeiit. ft was something in eoiitradistinetion with the polky prevailing. 
WT‘ could he given a chance to try. Ff the endeavour is successful, it will 
lead to useful results. 

— How to liiuinee these jinmary .s<K;ieiies? 

.1. — VVe have Iieen liiiuiicing even the village .societies at first, 'fhe urban 
liaiik was allowetl to do so. under the old l>y-laws it had. 4'his i>oli(y of 
financing primaiy soeietie.s hy the urhan hank was continued and sevxnai 
societies wei*e organized within the limits of the town itself. They were 
en listen! as meinhei-s hy the liank and financed. 4Vhen model by-laws were 
introduced for the urhan hank after enunciating tlie policy of opening central 
financing hunks, no provision existed for financing societies hy the primary 
urhan hunk. The Erode Urban Hank adopted the model by-laws, without 
prolialdy paying attention to this aspect of the question but continued to 
kco[) on tlie societies as memhei's and finance them. There are about 11 socie- 
ties on the list. The department wants the .societies to be removed from 
inembei\ship as being op]>osed to its liy-laws, as well as the accepted policy 
of the department. The hank is jiloading for a rewgiiition of the old policy 
in icgard to its operation, as that would facilitate an intensive operation 
w'itliHi its area of operation, without the danger of nnwieldiness. Tf tlie 
hank could offer facilities, thei*e would l>e about 20,000 men who would come 
ill as menihers from within the area. For purposes of c^onvenience and better 
administration, it ivonld lie desirable to have them organized into groups 
and affiliated to the mother bank and it could not conflict with the interests 
of the c'eiitral bank. 
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Mr. Thowas : In tiu' iKj^jinninjps of a inovoment of thU natim^ ii-i not th« 
conserv’uttve spirit lUH'tvisary for laying down strong fo\indaiions y 

4 — Xotv tno inoveinent is not in its initial stage and we have protlviced 
sufficient co-o|>erative workers and what is lUH'^’^arv is only a pro|H»r pulling 
tip. If that is also there then the eo-OjuMat ive inoveinent may he worktnl 
with greater rosnlts. 

(,>. — It is said that c‘o-<»[MM'atoiN wdio in the iK'ginning show tmthiisiasm, 
lose their inter<*<st later or even utilisi* tlie inoveinent ftu s«nae other e\(ra- 
iMHOis pnrpoHi'sy K there any truth in UY SlMuiid we nut Ik* eantuoiK u\ 
lannehiiig nf>on ex|H‘rinu*nts which have r<sxMV<Hl wi<le Mippoii y 

4 — 7'hc IVnal CVnle has Ikhoi in existcii<<* long and in spite of that to iiues 
stdi continue to h<' <Hnnniitt4Hl . So long as tlu^ <t>-o|K‘rativ<' nniveinent is a 
mass inoveinent tlune is ixiniul to Ih‘ ileterts luno aiut there. 'I'he (pieslion 
is only f»in» o1 liegi tHV Is the ton<* of tlu‘ i-o-oiH'i ut iv<' niovenient in g»><Hl onler 
ot not y 'I'liat is the jxiint with whicdi we are i-onemauMl and i may say that 
the tone of the movconent is in very giMui or«|ei . What little di'fis ts t'xistAsI 
hetore have hivn reetilied. Kvery now and then of course ue will have to 
take stfH'k. 

f,>.-~Wlien yon s|H»k(‘ a little whih‘ ago ahont the indigenous ImnkiM'Hi tlid 
you ha\'i* m luiinl tlu^' ilistuution IwdwiMoi t lu‘ village monf‘V-lender and the 
organ i7.o<l hankers of towns? 

A. — Oh. yes, I do not propose to take all the nioncN -lendms as tndigfMions 
hankers, hut as f told >on in the aeieptial meaning i>r the indigenous hanl:cr. 
even jiersons wiio do not aee«'|>t 4lepositv and ilo not ilo hanking inisiiu^ss hv 
means o1 drawing hnmiis discounting tinan. t‘t( have In^en treatt'd as indige- 
nous liankoi s, Kven th«' proti‘ssional < Ijikk of pcs)pi(> w hose* hiisimws is moin\\ - 
lending hut who do not c ai ry on a**<i‘ptame of dtposds, d iscinint iiig. etc,, 
is elassitic'd as hanki'is. We eanm»t liinl many indigenous liankers who (h> 
that husiness. All tlie Nattukottai ('hettis aie not doing hankmg Inisim'ss 
in tiiat s(*iise 

Mr. Muth m h i'll, It /'/or; Have yoti any iilea ot tin* total amount loatUMl h\ 
tiu* indigenous hank<*rs and the im»ney-l<*ndei v 

.l.~ 1 liave no idea. 

It is .said that (ive*-si\th> ol the loaindde c'apital availahle is ailvaneed 
to tin* i>4>ts liy t!u' indigenon-. hankeis and the reniamnig onc*-si\th onl\ 
1>\ liie Ollier^. Do you know that :^ 

.1. If live-sixths ot the loanahle c apital arc* ach iinecMl to the r.vols h> the* 
indigenous h:>nkc*i^ then tin* capital of iithc'rs also might have eeaelnM) tin* 
r\'ots through the* indigc*nous hankers. 1 hedieve that tin* whole* hve-sixths 
ucnild not hc*l<>ng to the indigi UoiiK Ininkers. At Ii‘ast a gocal pen t ion of that 
must Ih* otlnn funds passing through tin* iinligeiious haiikcus. 

(J.~ Do you know tin* pioportion of the laH itiwed capital of tin* indigenous 
hankc^i-s of any cM)innmnit> to thc'ir own c'upital r' 

.1 — I cannot giv** any statistics. 

Q . — So far ns tin* Natttikottni Chettis are t^imc‘riu<l wc* hud infotnuvtnm 
that the horrowed capital is only 20 to .‘Kl per c‘c*nt of tinhr own eiitiital. 
Do you accept the sfatemeni that theme are s<'orc‘s <»t mom'y-lendeiK who do 
not take any de])(>sitH at all? 

.4. — 7'hc*re are money-lenders who dc> not take* deposits. 

Q . — C)f the total money invested hy all iiiom‘y-letKl«*rs do >011 not C4iiiHich*t 
that than a major portion is their ow n c apital ? 

A .--^npici it‘vc that except in the cuae of the* Marwaris and Nattnkottai 
Chetti hrins much of tim capital of the indigenous hankers is thc-ir own. 
r lieiieve that as a class the Nattnkottai ('hc‘ttis cannot Ik* said to do very 
much husincHs with Ixirrowed capital. 

Q.- What alKJiit the money-lenders cxts'pting the* Nattukottai fhetiis? 

4 — Excepting the Nattukcjitai Chettis, the .Marwaris and the Multan is 
xind all other indigenons ig-nkers in these parts, the money-lenders deal w ith 
their own capital. 

Q . — Why do you not tjike the hig Oonndas who deal wdlh flfi nntotint of 
Es. 5 lakhs? 

4.— “AH other UMiney-londom have their O'vn capital. 
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Q , — When I said tliat fiv^v-gisths of the mone 3 ’ loaned came from the 
indigenous hankers, you remarked that most of that nionoj^ should have coma 
from the hanks through the indigenous hank^. But now you say that many 
nioney-Ionderh deal with their own capital. How is that? 

A. — ^ 1)60 1 said that a gfK>d portion of the loaned monej* reached the 
rj’ots from the hanks through the indigenous hankers T had in mind the ease 
of the preMu»i Marwaris and Afultanis. 

Do tliey n<»t get their own money from their (community men? 

4 -Trii(*. 'riieir money in Marwar is available as sofuirity for crcnlit 
being taken here and out of the prohts earrunl here a portion goes to the 
man who offeriHl He< iiritv. 'I'hat is how they do luisiness. At any rate w'hon 
they ('ome here they do not come with much money. 

fan it not he that the Miiltani who came and astahlislied his h\ibinoss 
here is only doing tlx* hnsim‘ss of a hianeh of a big hank at Marwar or any 
other place? 

A . — I have not lieard that the Marwaris lieiv have got hranehes elsewhere' 
or tfuit they are the' hranehes ol hanlvs in olhei* places. 

Q — Have you not heai’d oi Marwaris bringing moiu'v with them wdien they 
came from Manvar? 

,4.-1 am not awarc' of sneh eases. But in my c'Xjjerienee f liave not seen 
Marwaris bringing a huge* funded capital from tlieir })arts for pur]) 0 ses ol 
distriliution . In all thc'se <(U<*stions nntortunately each tnan has to tnllv tifun 
his own (*.\periene(‘. 

Q . — Do yon agree with tlie vic'W that the indigc*noiis hankers and the 
money-lemhu*s have loaiu'd very large' sums of money to tin* ryots and to other 
peojde ? 

A. Yes. 

y. -Your olijeet is to r('])lae(‘ the indigc'nous lianker either by absorption 
or by something ('Ise. Do \ ou want him to take sliares in your co-operative 
movement? Will hc' liave the contidi'ncc' to invc'st the moi\ey in tlie eo-ojierative 
moveinc'nt ? 

.1 I do not invite his capital alone for tlu' eo-opeiat i ve iiiovenient. I 
invite his capital and I also invite his ma nagenn'nt . T^et all indigeiiouR 
Imnkers join t/og<'t]i(‘r and h't thc'ni c*ondnct thc'ii’ hnsincss on a joint-stock 
basis. 

Q. Have vou heard tlial private managc'inent is more c'fficient than joint- 
stcjck management, as there is more incc'iitive in the* ease of the individual 
to w’ork foi- himself? 

.4.- It is because* the individual wants to make* all the profit to Inmself. 
But ill the case of the* joint-stock t*ntc*rpris(‘ if the service for tlie work of 
collection is paid and organized on c'flieient lines, then, this wdll also he good 
enough . 

Q. — Then if the collection is not good the linaneial jiosition also will 
not he sound? 

,4 AVo have only to rcdei- to pi*c‘c(‘dent.s in regard to that. 

Q. — Do you know that in this T’lc'sidc'iiey the individual hankers aie alilo 
to collect money more efhcientlv than the joint-stock concerns? 

.4.“--! do not know' ivhat is taking jilace in The other' jiarts of the world. 
So far as this district is conceiru'd, we liave no reason to appmhend that the 
collection work will not he so efficic'iit as in tlr€‘ case of tlu^ individual money- 
lender'. 

(?. — I put it to you that the indigenous hanker of to-day will not he for 
jolniirg the co-operative* movement for 50 years to come from now. How' will 
you legislate* for a class of jiorsons who lend a major poi'tion of the money 
that is actually loaned? 

A .- — My plain answer is this. I do not possess mucdi faith that by means 
of legislation alone it could he ac'hieved. AVIiat ought to ho achieved by 
faith and as an ideal cannot he achieved hv moans of legislation. AVe nrusf 
make tire individual hanker* understand that if he proposes to continue an 
individual hanker lie cannot add one pie more to his fund tlinn if lie wero 
one of a joint-stock concern. 

What yield would yon consider as jiistifiahle? 

A . — TOe yield of 6 per cent is a bumper crop I would say. 
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Q . — 1 may tijii you that the itivesiiiteiit in the Government pmiiiiK^ry notes 
gives ail interest of 6 that there is no iiiM*e«t»ity for iakiiij^ any 

risk of ieiiiling and (x>UtH‘titig and going to export and all that, (f that is tli# 
case with the Government promissory notes, how do you jUNtify >our state- 
ment that 6 |>er <x'nt would In* a reastmalile yield to the moiiey-leruler r 

.1. — The Erx>de rrhan iiaiik has got a ilejnisit of aUnit Rs, 4 lakhs and the 
maxinmiii it offers is 6 iH»r <eiit. 

(?. — ^ty |Hiint is wlien a pet'son can g«'t 6 per ixuit on (hiverniiM^nl srvn- 
rities and on de|Kxsits «»n Government iKuids and 9 and 10 p^o cvnt out of 
safe invt^tments in very gcKxl (xnnpanies hy wav of inteiesf and dividend^, 
how' can you exjnv't theM* hankers to invest their money with the (‘o-operut ive 
hanks and l>e sutisficKi with 0 per yiehl^ 

A. — I do not atlmit that what yon state is eorixvt. In the rn“^t pla<H‘ I 
do not admit that the (iovermnent is taking loans at 0 (an* rent. 

(,f.- — Do you know that the rate of interest on the tit*asury lolls works out 
to 6 per et'iit Y 

. i . — No. J have caleiilahHl it and it ('omes to a little less than 5J |M*r 
cent. If y«»u are going to liave all ytnir money in (hneinment homls. hy ah 
means do it. Then it will eome to ii.s fi'om tlie Govei umt'oi . 

Q . — laotve alone the Ciovei iinuuit ImiiuIs. Are theT<‘ any numiKU' ot com- 
panies where yon can get Udier dividends?' 

A.--- Thai is why I have Ihhmi saying (hat a national outlook is lUMH^ssarv . 
Il is not entirely tiu* self that should Ih‘ eartxl tor. 

(^K — 'Do y{)u think that your suggest ion al>out the assimilation or ahsorjdion 
is a pr/ietieal one or is it mt*rel\ an ideal 

.4.' -I tinnk that if is cpiite a (iraeiiea) proposition |>rovi(h»d th«‘ whole 
thing is dealt u ith in the angle ot vision wliieh it is necc'vsar\ lor one rn 
have. 

{/. Would \c»u nt>t Ik‘ content with this. namel> . ><ni devtdop your I'o- 

opmative moxcineiit in aiyx mainn'i you like* ami let it have its own eHeet 
on the* rates privailing in tin' louiitiv ami l(‘t it have its natnia! course’ 
tf) run!'^ 

.1 . — I am not erne* who is e*nHmoui'e*<l that the* horiowe*!* should borrow' enity 
from the* eo-ope‘rat ive haidc it there is aiiothe*! man to l<‘ml to him em the 
same terms and with the sanu* angle* e»f vision as the* e‘o-ope*rat i ve* soeie'tv . It 
it e*oiiu*s to that I am sure* that the* imligi'iious hnnke*i' would not ear** to 
l€»ad a .sejiaraU* e'xistene'e. 

Q . — Will it elo if yon go oii eh’ve'hiping vour movement as you like* ami 
allow’ tile* indigi’fious hankers te> e*xist as the*y like*? 

.1.1 would like* to he* allenved t<» go on w itliout the* ohst rue t iein on the* 
part of tlie^ indigenous hankers. 

Q. Hut till now you have* lK»e*ii geiiiig on. Is it not 

.1 . — Till ne»w they tiare Ikhui nurturing us w itlmui knowing wheem they 
were nurturing and what tlie result will he. 1 can give* you a numiK'i* e»l 
Nattukottai (‘hettis w'ho vv**i4* de*Hling in lakhs of nipes's Indore* hut now as n 
r<*sult of the* eo-e)pe*rative* im>ve‘me*nt are* met <ie*aling in as many thousands 
ot rupee.s. 

— fa*t the OMivement aflWt ttierm in the* normal e#mise* of eve'iits. Why 
(to you say that le*gally these* jieopfe* .shouhl Iki take-n or some* ofhe*r thing 
should he* dejiie* 

.1.“ The wheile thing is this. There is a Hanking Knepiiry (V>mmitte*e whieh 
is ehnng seiinething t<i re*gului4* the growth of the hanking moveiiient in the- 
e*e»untr>- and 1 want this a.sjKH-t shouhl lx* eonsielere'd . 

it is ne>t n pract ieahle* thing, shall we reent e*onU*nt with improving 
the* eo-operative movement alone*? 

A. — Else yon wdll have* ie* give* up the* <*f>-ojmrat ive moveine*nt in (he* eoiiiitry 
and <‘e>iis4xpiently the* (MHifde w'oiild lie lost in the* hamls of the* irM]ige*neMiH 
hankers. 

Afr. doiMtJa Afenon ; Ti heith the co-f>perative* .sea ieties and the* indige*rieiiis 
hankers work side hy side, ill that not prcKln<*e the* effeHA of bringing elown 
the rate of interest hy iiK*aris e>f e‘om|>etitioii ? 

,-! . — The one w'ill no doiiht act as a chex’k ujKin the* other and there ij% a 
limit up to which action and reaction can go, Beyonel that it would not fx* 
advisame to alloTV it to go. Berati.se of the '-o-of>erative move men t they give 
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now at a rodueeci rate ol interewt. If to-day they are able to draw away 
all my customers and if they would Ih> satisfi^ with a lesser rate of interest 
and if they continue to do so for some time, then the result a^ould Ijo that 
the eo-of>erative movejuent goes down. The conduct of husiness at redut'ed 
rates must he with them a matter of faith. 

Q . — \Vljy should the movement go down? You can reduce your rate of 
interest also? 

A. — How' long is this rac^ to continue. All that we are tr>ing to do is to 
make a man not to exjdoit upon the w'ants of the [>eopJt* 

Mr. Muihiah Chfitufor : ('an you prevent com[X‘titioii under the common 
law'P 

A. — T did not suy that. 

Q . — You said that the Multan i gets money from the Tmj>erial Bank at the 
rate of 0 to 7 pet cent. At what raUi do the other money-lenders get fixmi 
the Imperial Bank? 

A . — They get it only at an interest of 1 per cent above the bank rate. 

Q . — Yon said tliat some of the Marw^aris have credit to the extent of 
R.s. 12 lakhs, Bs. 10 lakhs and H«. 8 lakhs witli the Imperial Bank. Do 
you not think that that ert^dii is not ermfined to them only but is the total 
crwlit for all the liiaiulu's r)f the chief firm of which the Marwari represents 
one branch 

.4. — There is one Harihhavandas Sait who has such a large credit w'ith the 
Imperial Bank and 1 learnt tliat thei'e is no other firm of the name either 
here oi’ anvvvher<‘. If his hai\k were a branch I do not know’ W’hether the 
head office or other hram h has got a different name. 

Q. — You said that they compete with the co-operative societies? 

,4. — Yes. Their oporatioti is a (ornpetition w ith the co-operative societies. 
The Imperial Bank can as well lend U) the Erode Urban Bank and float their 
money through that hank. 

Q . — fs there anytliitig now to prevent tlnun from doing that? 

.4. None; let them do that, 

Mr. (lOfHiIa Menor : Have you ever offered sufficient securities and been 
refused ci-edit? 

A. — Yes. The soeurities w’e considered sufficient were not acceptable to 
thc^ hank. 

Mr. M\iihl<ih ('heftUjar : Is it not due to tlie fact that the co-operative 
pro-notes of the agriculturists are not for short-terms, and that the hank 
wants short-term hills? 

A . — In the Bombay Urban Bank it is said that three montlis hundis are 
discounted. It all depends ij|K)n the line on wliich co-operative hanking is 
done. An ui'han hank finances generally only sliort-terin nccxls. 

Q . — Yon say that these co-operative hanks should ho given facilities in 
the central hanks or the provincial liaiiks. Do y«)u know’ tliat these hanks 
take deposits at six and three montlis? For long-terms how' will they l>«‘ 
aide to meet their demands? Do you want the central urban bank or the 
central reserve hank to do that? 

A . — 1 do not want the central or the reserve hank to undertake the 
financing of long-term needs. It is admitted on all hands that it ought to 
he by an oi*ganization on a different basis, able to draw long-term capital. 
The central reserve hank ought to he the supervisor, the financier, the parent, 
the father and the mother, the lifespring in India of hanking and to that 
institution must come the cxi-opc^rative hank, the joint-stexk hank and every 
nlessed imtivity and it is that wdiich must rc'giilate and co-o?*dinate all onr 
^ustftess. 

Q. — You said that persons dealing wuth co-(>])erative hanks ought not to 
he given any loans by any other joint-stoek hank ? 

A. — Y'es. a c‘o-operative hank which takes in a memher must he able to 
satisfy all his needs. 

0. — Have you heard of co-operative societies lieing taken advantage of by 
local people, panchayatdars, pleaders and money-lenders? 

A. — Yes, also for electioneering. Tf a merchant >)ecomes a memher of the 
directorate, all his custoniei’s who aix* in arrears are made members and made 
to apply for loan and get the same. So also wuth persons w'ho are bankers. 
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8udi still few in and we should uot on this auiutill l»ogiii 

to dei-ry the movement, li is uot a deffHl of the movement hut a defect of 
the people. 

Q , — WliHt al>oiit the pleader> meieasiiig theii praetiee? 

.4. — In the tt>-oj>erative field theiv is nothing t4> Ih' gatiiod tiy the lakih 
cxiopt jH'rhujxs he can by working there come into cs>ntact with so lawnj 
|HH)|>le and that may ultimately lead to inci'oasc,' in clientele. 

Q , — Tlie vakil may try to i^ei'over old or bad debts? 

.4 .““Wherever human twling is selfish Mich things will exist. 

Q . — Do you know the interest charged by the banks at EichIo^ 

.4. The town cx>-ojK‘rative bunk chargcvs 9 j>ei I'enl lor loans on security 
ot gold and silver. Tin* urban bank is lending at Hs. lO-EVO per cent. 
If the instalments are repaid ivgularly a rebate of interest is grantod and 
the interest aotiiully paid then is only Its. 9-6-0 per 1 * 0111 . 

V - What IS the interest on pro-notes? 

.1 . — it may lie slightly more. 

V- — What Is the tierceiitagi* of overdiies in \tuii bank? 

.1. -It is about 17 iK*i cent ol the outstandjiigN as there is lie elloctivc 
suiHU vision over collec tion, 

y. — I want to know the rate ol interest ehaiged on overdiies? 

.1. - II a man runs into iirrcuirs he luse> the right to get u lebate, and 
ultimately has to pay at the rate ol Us. pco cmil. 

Mr. II uintfii SuHdft Mminiii : You have just told us that tin* ('O-operat i v t* 
movcmient ha.s been advam ing money in the rural areas as wi ll as in towns, 
l)Ut call you tell me whether the bank advances money to the smaller merehant.s 
in toisus? 

.1 . Yes. One oi mv ideas is t<i iiHjuest tlu' euminitUc' to ret’oiumend the 
iiitKKluelion ol an Act tor amending the ri aiistei ol JNopei t v A< t lo enabli* 
eo-ojierative banks linain ing small mcMchants uilliout risk on the eonluiuing 
mortgage sy stem. Non witiiiii the* limits to which eo-o])erati^ e soi udic*s loulcl 
liiiaiiec' mendKMs. tlu'v < an linunee on the borrowing iiK'inber e\i*c uting a 
dtvd itli immovable property as sec urity. I’lie Hc'gisti ar onec' issticHl a 
c ircular to all ecMijiei at ic f scK ietie*', to iuIkmIucc* u lial is krioun as the 
‘ ( out inning mortgage scstcuii * but t lierc' is a di’IcM t m that also. Jt a 
eontinuing mortgage deed is drawn say for Ks. tlm man could ojierafe 

iijxni it as li It Is a eurrerit account overdralt and could draw to the c*xteiit 
ol Hs, 2. (Kill without extinguisliing tlie liability iully. 'rhe ddhc'ultv ai istw 
like this. Suppose he burroves to the extent ol Hs. J.tHK). 'I'ao inoiitlrs ultm 
lie rejiays Hs. .VK) and tinui again borrows anoliiin Hs. 1,50(1. 11 in the 
meanwhile he had iKurowed Hs. 2,0(H) from another person ami had e.\(M*uted 
a mortgage dcHxl to him and that other por.son had innocently and without 
the knowledge ol the deed e.xec uted to the* c <>-ojK*rative so< lety udvuneed to 
him the money, the subscspient advance by the eoojK'rutivc society losc's the 
right of priority. Tlial is tlie difficulty. Jii the 'Irunsfor of Hrojiorty Act 
as ha.s Imxmi amended recxMitiy there is a prcjvision that ‘ registration implies 
notice 

The ( hutnnan : The continuing guarantee ugicHfinent would iiuve the »amo 
effect. Would it not? 

A. — No. Sections 79 and 93 ol the picscnt Act protect the innocent jicihoii 
who so advances money, without the kiiowlcKlge ol mortgage or guarantee 
existing in favour of the eo-ojK>i alive .society. He gets the jiriority for his 
advance, hut 1 do not know' whether in the lace of provision m the amended 
Transfer of Pn)i>erty Act that registration impluis notice it would sUil In* 
possible for the third person to claim that priority for want of notice liecause 
it is purely a question of const ruction and quibbling if the existing Act is 
not considered iiatisfactory to enable the urban banks to do courageous busi- 
ness, it should lie amended and the advances on the continuing security 
should all have priority and all intervening advanctw should not have 
priority against the claimr.. f the scK-iety. 

Mr, Thomas : Is there not some competition l>etween the nidhii and th# 
c‘o-operative societies in this district? 

A.— Yee. 
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Q . — Vou have got m^uic oxjk;i iti 

A . — Xot in the actual working. 


the 


lorking of the 


— l>o you think tlie working of nidhi^ is such as to inspire (.oniideiicc 
in the public h 

A . — Not in all cas<‘s. There always a feeling of insc*curity in the iiiiinis 
of depositors. 1 can refer to two or three castes in the district that ended 
in failure hcHan.se they were not able to cH>iriiiiand public confidence. The 
Erode Bank, Ltd., is doing only collection work. The Hutnu l>eepika 
Nidhi, Ltd., i.s in a siiiiilar condition. JoiiiUstoc'k enterprises which started 
with high truinjiets have not been at)lc to .success fully appeal to the imagi- 
nation of the people. 

V- — Are the iiidhis mutual benefit societies or are they rather coininerciul 
banks!'' 

A. \ cannot call them commercial banks in the sense of a true eominercia) 
hank. Practically it is a imitual lieiielit society. 


Q — jiut they lend to non-inembers and do practically all the business of 
a joint-st<x*k hank!'" 

.1. — Some InstitutioiiH have been lending to members only but otliers there 
are which advanc^e to non-members also. 


y. — How do they Hp]>ortion the piofitsr What part do the directors get!*" 
.1.— In some nidhis the directors get a fat sitting fee hut 1 do not knou 
of any nidhi where the directors get a share of the profits. 

Q . — You are not aware of the proportion of the profits thev get-" 

.4 .--No. 


Q . — Do you know of any diren tors wiio borrow from the nidhis and lend 
to cjutsiders at higher rates of interest r* 

A . — All such abuses that one can possibly think of. may exist but it is 
only a question of degree. 

Q, 'Is there much money clejiiosited iii the nidhis!^ 

A . — J had myself deposited monies in the nidhis. Seveial of them are able 
to draw deposits liy ofi'er of higher rate's of interest. 

Q . — Do vou think vour de])osits are secure? 

.l.-'My motive wa.s a higher rate of iiiterc'st. A sense of in.seeuiity always 
prevailed. 

Q . — Do you think the niclliis ought to l>e brought under legislation? 

.4. — By all means whatever is worth the name of a bank should he brought 
undei' legislation. 

Q . — Do you think that the Indian Companies Act is .sufficient for that 
purpose ? 

.1. — No. When speaking aliout the development of joiiit-si/Oi;k enterprise 
I wanted to niention, that in the way in which the Government is exercising 
supervision over co-operative credit .societies, they must bring to l>eai’ an 
effective supervision over nidhis. 

Q . — Do you think the nidhis cun lie transformed into proper joint-stock 
bunks ? 

4 — Thc'y could be converted into joint-stock enterprises and if they arc 
controlled and regulated in the way in which the co-operative societies arc 
clone, they would also thrive. As a matter of fact there are defecjts, but they 
can l>e i*eiiicHlied. 

y. — In spite of such delects there are uuinerous nidhis in tliLs district? 

A. — Yes. There are a large nmiil>er of nidhis in the Coimhutore town and 
recently some have been started in Tiruppur. In Satyamangalam also there 
is one nidhi. 

y. — Do they not call for the attention of Government? 

A. — CeHaiiily ; they do require the attention of Government. 


y. — Wliat kind of regulation or restriction would you suggest? 

A . — I said the Government must seek to exei-cise its regulation by inspec- 
tion and audit through proper channels. Gcnernment should periodically 
inspect these concerns and bring to light their tnie position so that the 
investing public may get an idea of the correct position of the nidiii. The 
Registrar of Assurances is now- doing nothing. He has no power of initiation 
or inspection and does not call for any information. Every year the joint- 
stock companies have to file some papers and he simply files them. 



JXjr* : Jsf thoix' any doltH t in tin* |»ii‘M*iit >ysU'iu ol laud 

.1.^1 havr soiiir idoa^ on (hut and one i^ that iiidivjduai oatta.H or 
niiilaterai i>att44» should Iny I'^mkhI for every survey iiiimlK't with ilt^M'nptivv 
releix?n<e to the j>roj>erty. 1\^-<lay |uttla> are issuwl ftn M'vend .survey nuitdKi\> 
and lui' several persons together, m* iiiueh so that toen a h'ariuMl tnait is not 
ahk* to know sufhciently ut his pixt|K*rth^. It he xMints to know anvthmg 
he has go and tall at tlie Uh'I ot the karnain and that othter rari'ly t»liliges 
him. I do not kinov how it will react on the (iovcrnment in the matter ot 
cost. It this is done, at least |Hjr lont ot tlie pix^ent litigation will eoiue 
to an end. 

Thr i 'ltnii nunf ; Are you eonti'inplal ing a patta as a title dinnl 

.1. Yes, W hether \<>u (‘oiisuler it as title <h‘<Ml or evideiUH* ol title, mm h 
<U the present litigation arisi's on a('et»unt ol the ignorance ot the pimple who 
do not know what they own. 

^fr. Muthioh i hrffit/ti I : W cnihl you '‘Uggest any way hy whieli gmid titl^ 
to projK'rt^ eaii )h' given whnh will not lead to suits saying heiiaiiit uiiJ 
so on ? 

d. It Is high tinir that henami tian^ai lions are pi ohihitod* 


tThe w lint ‘ss then withdrew.) 
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Thursday, 5th February 1980. 
COIMBATOBE. 

P H £ b £ N T : 

Ml', il. M. J.C’.S. {i'hnirman)^ 

Ml. P. J. ThoMA.S, M.A., B.LITT., rH.l), 

Ml. V. Gc>i*ala Mk.von, M.L.r. 

Mr. M. A. Mithiau (’hkttivak, b.a. 

Khan Bahadur \ . Hamekd Siltan Maiucaiii Saiiib Baliadur; 

M.R.Ry. R. S. SUBRAHMAITFA AYTAR Avargal, Secretary, 
The Gobichettipalayam Urban Bank, Gobiohettipalayam. 

Oral evidence ^ 

'ih{ C/umuKin : You arc* interested chiefly in tlie uiliau torin ol co-operation 
in Goliiclieitipulayani ? 

A. — I am the Secretary of the Gohichettipalayam Urlian Bank. 

V- — And ivhat you Jia\e to .say aliout co-operation is from the point of 
view of tlie urhan co-oiierative society'^ 

A.- Yes, from the point of view of the urhan co-operative society. 1 
am also connected witii tlie co-operative union and J know something ol 
the work of the rural societies as well. 

(J . — You suggest that the sjihen* of acti\ ities ol the urhan co-opeiativi' 
society should extend heyond tlie limits of the town. What is the ohjert 
of file uihan co-operative society ^ 

A. To provide the urhan ])opuiation with finance. 

y.- Would you not he going heyond your legitimate sphere of activities 
if you start financing those stHieties-^ 

A. — J do not think so. The Gohichettijialayani union consists of the 
Gohichettipuiuyani town and in the suhurhs there are five villages. 1 believe 
that I am in a position to finance all the rural societies of these villages. 
And aiiotlior matter I would like to mention. There was one society, the 
i^uduppalayam Society which i.s near to Gohichettipalayam town. That 
society is now under liquidation and is of the unlimited type because they 
think that the Gohichettipalayam Urhan Bank is iiioi'c helpful to them tliau 
the Contra I Urban Bank at Coimbatoi-o. 

(J , — At what rates do you lend? 

A Ils. 10-2-(5 per annum per c*eiit. 

f . — Is thc're any rebate for iirompt payment? 

.—No. 

Q , — Are you making veiy good profit? 

A. — Not very big pix)fits. In faet till the year 11)27 the bank was not 
able to pay even the Secretaiy ’s bonus properly. In the year 1928 it was 
possible to meet all the provisions under by-law 5o and this year 1929 there 
was surplus of only Rs. 150, after making all the payments, viz., reserve 
fund, toinmoii goorl fund, dividend and Secretary’s bonus. Therefore we 
are not making any big profits. 

— What rates ai*e. you paying on deposits? 

A. — That depends on the period. For deposits for one year we pay 6 
|>er cent, between one and two years 61 per cent, and for two years and more 
7 per cent. 

* For written evidence, vide pages 464 — 472, volume II. 
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jyif 

at raat rati| U) jn^r tx^nt in the least rate you can loud 
at ana $t}U make a dec'etti prtmt to UuiU) up ixwrveH aiul pay the ^talf > 

.1.—# l>elleve from the workiu^ of the mxnety for tl»e pirst tuo veal's 
that the rate <*an Ih' lowered a hit loit i am not ini^dive. 

O. — C'an YOU lower it below 0 |H>r tent Y 

.4. No. 

— At what rate dm's the village* wtH-iely lanrow fiem the distriet bank' 

.1. — At 7J per cent. 

<1^.— You cannot lend it to the ha'al .siM'ietv at tliat rate?'' 

-T cannot lend at tliat rat«* unless | liave other depo>i|s as w<dl. I 
am practi<ally rejiH'ting many of the ilepcxsits | am getting iMH-aiise | eannot 
Itiid projM^r persons to whom I can lend. 

Then why <lo you pay such higli rates of interest tm deposits* 

.1 . — The rate of iiiteiest lK*fore I t<Kik charge was hetwiHoi 7 and S 
per (xmt. First 1 UHiiux*!! it to fnnn cV- di per iviit. Hut then I thought 
it was not so eiicsiuraging and so I raistsl it hy J per tent. l.e.. from (f to 
7 iH‘r cent . 

0. — The Distritt t'entral Hank is lending to s<K'ietics at 7\ ixr cent'-' 

i Yes 

O. And theN have got snffjeient liindsy 

\ Yes. 

Q. Ami thc^• arc* making fan lv hig profits 

.1 Yes. 

(,>. Yon are suggesting that the urhan hanks shoultl fiuamc luial siM’ietii'^ 
fit a higlu*r rau* of intcii'si than they ifiii ohtain liiiami' Ironi (lie district 
liank y 

.1.- ] cannot lend at jinything less tlian p<*r cent, ft is riot always th< 
pcr<‘4*ntuge alone that <-ouiits. 'fhey (iiid themselves under a lUMessity to 
gfi to other mom*y-lcnders fis well lK‘<‘aus4‘ oi the delay m getting mom'y 
from the district hank. 

Why:" 

.1, ffecaiisi* the urhan bjink doi^-^ not giv<* them the ninonnt at the tinn> 
Jit whiih thi*y r<s(inr<‘ it. 

<^.1 must again ask why!'' 

.4 The rejison is that th<*y liave to fill up thi- loan appliiutton form 
jiinl s<‘nd them to the distri<t hank. ’^I'liey havi* not got cornst loi«*efists 

V. - Was it not suggi‘st«‘<l tliat tin* stx iely shouhl pul in their at>pli('niion 
for tlie loans Itir their approx imali* rtHjuireimmts sufficiently i*aily and with- 
draw it at the time they w'aiit it!" Are they not tioing that?' 

.4. In my union they are not doing it. 'f’he r»*ason why (Moiect fore<asts 
cannot Iw* madi* is that tin* figricult mists arc not ahU* to give* ns an idea 
of their rerjuireinenis. 

Was it not j>oint4*d out that the i«*<|iiir-#*merit.s may la* roughly cal- 
c iilatfxl for the land of all im*mh<*rs at an approximate* flfit niti* per ui rc!" 

.4.1 do not know ol that, hnt the* forecast system is not working in 
my union. 

Q . — Do you reinemfier a circular sent out in 1927 that the urhan hanks 
should lx* utiliJMMi for the distrihiition of mom*y from tin* r«*nlrjii urban 
hanks to the six ieties? 

4 — That is not lx*ing done. 

Tin* suggc'slioii was that the village srx'iety should k<H*p an account 
with the urhan hank and the urhan hank should k<s‘p an account with the 
district hank and that any loan given to the village scx*iety should lx* done 
by ertniiting the amount to the village s<K*ietiex current afxsmnt in (he urban 
bank. 

4 — ju j luade that .suggf^iion inyaelf. but it has not found favour 

with the district urhan hank people. In fact I am doing the reverse thing 
J am collecting the money from tl*e village .society ami rein it ting it tc> the 
district bank. 
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f . — At |>rt?i»cni you are remitting cash? 

Yc«, 

(^. — And the <*eiitral hank hoimK money to you 
A. — They send it w the wniety direet. 

Q . — ^So it g<K»s round in a circle!'" 

A . — It g^H's dirc‘<*t and comes hack throiigli uk. 

Q — Would it not h4- siilficient if it was done on a system of credita and 
the society when it paid an amount to a meinher as loan merely gave him 
a ch€H|ue drawn on the current account in the urban liank? 

A. — Yes, it can he done. 

Q. A’on have suggestnCHi that the urban hank should finance rural societies 
by lending to theirj direct in their neigh hourh^Kxl, is not that strongly opposed 
by the central hank? 

4 — Yt*s. 

Q , — Afii I (‘orrect iri saying that the district central hanks are at lil>erty 
to borrow from the juovificial hanks? 

4 — 

Qr — And that the (entral hanks and tin* provincial hanks have large sur- 
pluses ? 

A . — Vcvs, they have. 

(>.- Your proposal. I take it. is to divide the w'ork of district urban hanks 
and give it to the taluk urban hanks and conUmt itself w'ith a position 
siniilui- to the Madras Central Urban Itunk? What would be the efloit ol 
making sueli a ehnnge? 

4 — That would have th(‘ effect of producing a fiuml>er of small ciuitral 
hanks, wliich would function more efficiently and with eonsiderahly less delay 
than the district c*c*ntral hanks. 

Q . — You state that the ]> resent .sysUnn of very big crentral hanks does 
not lielp the agriculturi.sts much and that there is very great delay in loans 
reach itig the agiicnltnrists. Is that not so? 

.4.— Yes. 

Q . — Do you know at what rate the district ur))an hanks are borrowing 
from the Madras Central (^rhan Dank? 

A . — I do not know^ 

(>. — They are borrowing from the Madras CVntral Uriian Hank at rates 
hetw'C'en 6^ and 7 per cent and for the de|x>sits from the local hoards and 
municipalities, they allow interest not exceeding 4 per <‘ejit? 

^^r. Muih'idh Chefi'njar : In your written evideiu-e you say that the indi- 
genous hanks and hankers do lielp the agriculturists in their own way. hut 
not to any eonsideiahle extent. To what extent do they help the agricul- 
turists? 

.4. — What I mean to say is that the indigenous hankers care more for 
their own interests than for the interests of the agriculturists. In other 
words, if they help the agriculturists at all, it is more w ith a view to profit 
themscdves that they do so, rather than allowing the agriculturists to profit 
by their lending. The .sec'ond [)oint is that they do not see that the finance 
they ])ix>vide is spent in the right direction, that is to say. they care more 
for the amount of int^u-est that they receive out of their lending rather 
than for the amelioration of the agriculturists. 

Q.- Do the merchants work hardshi[)s on agriculturists by advancing money 
and taking up the cn)p as soon as it is linrvestiMl? 

A .—Yes. 

Q . — At what price do they generally take the croj)? Do they take it up 
at tile market pric'e or at a low€*r pricf^? 

i4.-“They generally pay the market rate prevailing on that day, hut that 
i.s not very advantageous. Supposing for in.stan(‘e the paddy is harvested 
to-day, and the price of paddy per podi is Rs. 24 and that t^re is a sure 
prospect of the price rising up to 27 if allowed to he kept for a month, 
the merchants only pay the Rs, 24 and not Rs. 27. and do not enable them 
to hold it for a month, This really works hardship on the agriculturists. 
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Q . — ^^You Miy that tlieii? is Ahiiornial delay m the r4>-4»j>eniti%'e department 
in getting ionns. How do you call it a ilc^ay? 

A. — It % a very iliilieuit question to answer. Tliei'e are various prooeeaes 
in which ilciays arc inevitalile, hut after 1 sufuuitted this report, I made 
some enqiiiru's. anti it has strongly UhI uu‘ to the l>elief tlmt if that fort'- 
east syKt4*m which lias Ikmui circulariwMi hy the Kegistrar is pmperly adopti^l, 
there would l>e no tlelay in the dishurseinent of loans. 

Q . — I)(H‘s it take a long time for an individual to get money from an 
indigenous hanker:-^ 

. i . — He gets it as sm>ii as he asks for it. Their dmirs are always open 
to him. 

As one of the rcnuHlies to tin* pre-s«*nt system of ('i>-op«'rat i ve hanking, 
you suggest that tin* rule of limitation for the enloix'ement of a loan or 
dtM^rei' in <ivil isnirts either hy suit or hy execution may h** amendiHl h\ 
providing a Itingtu* periml lor the recovery hy <n>-opi‘ral ive hanks just in 
the same manner as the re<-overy of the dues <>f the Oovtunmeut. If you 
liave a long period, do not you think that then' will he coiisiderahh' delu> 
in the ret'oveiyy 

.1. — I only want that the periml of repayment he extendiHl to tllr<H^ years, 
in which the ntinu.st delay that will he c*anse<l will Ih^ only thnn' years, 

- h you extern! it. do you not think that the dt'htoi w ill get inl^i a 
had hahit ol postjxmmg repayment. Kveii with I|m« pres<*nt rule tlnn^e is 

dtday in courts and w ithout this, w ill thtue not 1 m' greater delay 

.1.-1 do not tliink that there Wi>uld l»e any groat delay, siiiitily hecaiuse 
the rule oi limitation is (‘xtended. d'he main reason is that the manage-^ 
ment ol a hank change's vm v ottcui and it i.s difricult to loc^iite nssjnuiKihi) ity 
lor lh(‘ detault. il an\ claim is ullowr'd to UcH’ome t iim*-l»arrcHl. It often 
hajipens that whcui any loan hcs-oines time-haried, all the dinalorN am 
hauhal up with pciiahv lor such defaults, 'riiis is Uio onerou.H a joh for 

thcuu and tin* extension of thc‘ rule of limitation w ill go a gif*at way toward* 
fixing the rcvsponsifiil its . 

p — You say tliat the statufeuy ro<|nisite to keep 25 [a‘r cent of the 
dc'posits for fluid resourci' purposes may h** r<Hl»U‘<Ml to 121 P*'^* ctmt. HoW' 
will tlu'U tlu‘ iuink hc‘ ahh' to imx't the' deiiuinds of ch*i>o«itoJK it they rush 
in for nionev at a tiine?^ 

,t. Depositors rai’c‘l> caic* for Huid resources and in iiianv cases the fluid 
r(‘'onices at j»ri*scuit iimintaiued are supmfluons. 

D - Mill accsirding to the Act. the hanks should maintaiu 25 per cent of 
the fixed de|>osits. C'lilc's.s >011 amend the Act, it will not Im» possihh' to 

tccluec‘ the amount. And iK^ides will il not lower the opinion ot the depo-i 

l us .diout tiu* Inink. it the fluid i«‘sourc*es arc* red uc^cm) P 

\ Kven witii 121 * think the hank can convenimUly get on with its 
woiU, and a shrewd hanker will fcH*l no difhenity in mecdirig any dc*nmnds 
at a time, I do not tliink a hank will h>se its reputation im rc'ly heeanso 
o( t lu‘ (owe*? ing of ils fluid rcrsmirc'e. 

(J. You say in one* otlic'r place* in your written evideru'c:* ffiiU it takes two 
m inths for a man to gcU a loan from the co-operative :ocfety. How can 
tViii then c*xi>f‘ct liim to wail for two months, if he wants any urgent loan ' 
1.^ it not an induc*c*nient for him to g«> ver*> oft<*n to the indigemms haiikm 

.1,- 1'hat is wliy I say that he* gcK's to the* indigenous hank 

f^. — ruder thoM* eircuinst anees, do you think you can replace the indi- 
g<*nous hanker y 

.1.- I do not think tliat the indigenous hankeiK ean entirely Ik* replac*ed. 
Ttiev will fsnitinuc* tf> exist. 

Q . — At what rate doe^ /le (’oimhatore disiriet urban hank lend to your 
hank ? 

.1. — They charge 7\ per c-ent. 

Q . — At what rate do you lend? 

A.- At 10 per cent on the average. 


57 
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Q . — What in the total inveiitiiient in your bank P How much have you 
lent outaide and how much ia the outstanding p 

A. — The total outstanding on the 1st February is Rs. 93,000. 

Q , — Of this ariioniit, how much is ov€*rdiieP 
A. — Alxjut Rs, and odd. 

Q . — Yon say tliat the co-o|>erator may take upon himself the role of the 
money-lender, tlie supplier of manure, the consumer of the produce, etc. Does 
your .H4X’ioty supply manure P 

A . — What 1 meant wa.s not that a single csi-operator can take all these 
iT)leK. 

Q, — Do you know the rate charged hy nidhis to the individuals who borrow 
Iroin theinP 

A . — Tlierc is no nidhi in niy place and I have no connections with any. 
Rut T can give the rate which a money-lender charges. 

Q .‘ — What will he the net yield of an indigenous hanker, taking into 
account his loss and his expense's towards recovery, etc. 

A , — It will be from 15 to 24 [ler eent. 

Q , — To what easte do they lielongp 

A . — They are Nattiikottai (’hettis and Gonndars and others. 

Q . — It is said that tlie net rate of the gain of money-lenders varies between 
0 per cent and 12 per cent on deposits even when tlieir lending rate is 15 to 
24 per eent. You yourself also admit that tliey are only ordered 0 pc*?* 
cent after detaee. There is also the court fees and various other expenditure, 
coniux’tod therewith. With all this you say that their return on an average is 
15 per eent. How can that Ik‘P Should it not be far below that. 

,4. — I have stated in my written evidence that the average return ol 
15 per cent is due to various rea.sons, even tliough tlieir lending rate and 
the deposit rate are low enough. It is very larc'ly that the agriculturist 
repays them on the due date and therefore the penal interest w'hich is 
imposed after the due date enables them to ?‘ealize on tluir cajiital al)out 
15 i)er cent return. Even tliough their lending rate be 12^ per cent if 
rojiaid lieforo the date agrcx^d, yet after the stipulated time it will lie raised 
to 25 pcu' cent and lienee tlie average generally works up to 15 per cent. 

0, — Do they lend large sums? 

A , — They lend amounts wdthin Rs. ldX)0. Professional money-lender 
takes care to see that lie is not lending huge sums. You will liave to 
distinguish between the professional money-lender and tlie occasional money- 
lender. 

Q . — Do yon know* whether Chettiyar firms lend very large sums? 

4 — I know wliethei’ Chettiyar firms arc lending large sums. They 

lend only for short periods. 

Q . — What will he the rate for over Rs. 5,000? 

.4. — For Rs. 5,000 it will he between 12 and 15 per (ont. 

O — What will he the rate on mortgages of land and house mortgages? 

.4. — Professional money-lenders do not lend money on mortgage except 
when they have to recover their antecedent debts. 

(>. — What is the rate charged for mortgaged loans? 

,l 1 do not think that piofessional money-lenders do make any difFereiiee. 

Q . — Oooasional money-lenders? 

4. — Betw^een 8 to 10 per cent. 

Q — Whom do yon call a professional money-lender.^ Do yon call the 
vakils as professional money-ion dei*s ? 

A. — If a vakil does like that, then that partienlnr vakil is a professional 
money-lender. 

Q , — At what rate do the occasional money-lenders lend? 

4 — There again there is the difference. 
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Q — 3 to 10 iK^i il oil luorigugo:* «iud ti\mi 12 to IB per ooiil tl oH 

siniple lK)nds 
*1. — Yes. 

V. — You agrtv that the inglior rate of iiitoicst is onlv for smail nmouuts 
les,'> than Hs. 

*1.— Yes. 

Q — j)o you have a hoiietury and diroctoi*6f 
\ — Yes. 

y. — What do they do*^ 

.1. There are seven directors. 1 liave to depend upon oiu' or two direcUuw 
lor one jurisdiction . or circle. U]>on another lor another circle aud so on. 

Q . — vSo you must avoid .vueh had lending!^ 

.1. — it i.s very difticult. 

V- — Could you not i>revent the euinpetitum hetween the joint>stoc‘k hanks 
and co-operative hanks P 
.1 . — 1 think not, 

Q. — C an you nut pr('vcnt ilie eoiniK'tition hetuixui the cHMiperati; o bauU.s 
and the indigenous liankers*' 

.1.— No. 

Q \ou say that (‘o-opc'rat ivo hanks .shiiulil hc' cxeinpteil Iroin inconie- 
lax. J)o you not think that it is partial P 
A . — It is to popularize tin* iustilutions. 

Q . — AVhy should they he given i>relei cnee r J)o yo\i not think that it will 
adversely aficet the joint-stock iianks also!*' 

.t. --'rho joint-stock lianks give and receive' a higiu'r rate of inle'rest which 
is to conijKMisatc lor the money jvaid as nu*ome-tax. 

V ~ 7 -^Vlioevcr i)i events him Irom deiiositing in a l>ank which pays a higlier 
rate of interests 

A . — That IS left to himself. 

Mr. ThoftHis : In your part of the district is tlieri' much pas-smg of laml 
from tlu^ horrow er to otlu'r persons ein aix’ount of indohtednc'Ks P 
j — When a person is over heail and cal's in deht he sells. 

Q . — Does land pass from agricultural classes to non-agrieiilt iiial clusses?* 

.1. — I do not think tliere are many cases. 

Afr. Mvnoit : Are there any landlords in those parts who are not 

able to sell their lands or alile to rede'cin their land or pay their interests 
.1.-1 tliink there are some. 

Mr. Thoinds : On account of being heavily involved in di'ht ar<^ they unahle 
to disj)ose of thi'ir land P in such cases, is tlic transfer iiiaile to non- 
ag ri cultural lauds P 

A. — No. Such jieople want to sell their land. Tliey may get hetU-r jiriie 
at the harvest season. 

Q , — In such eases do non-agricultural classes also buy P 
A. — Y"es. But merchants also buy them. Dry lands and gaiden lands uio 
jiurehased only by agriculturists. Wet lauds alone ace imrchased by non- 
agriculturists. 

Q . — fs it jiossible for co-o])erati\'<* societies to tinanc'c .such landlords P 
,4. — I tliink the co-operative .societies can advance to a great deal. 

Q . — in what loriiiP 
A. — Long-term credit, 

-Do you mean to say that co-operative sociidics can provide long-term 
credits P Perhaps vou mean land mortgage hanks P 
.4.— Y^s, 

Q — 8upi)ose you redeem tliose lands. Will the owner he -in a position 

to cultivate it without furtlier loans P i ii ii 

A. — The cultivation expenses are not very much wlien compare<l with ino 

interest he has to pay. 

(?.— Have you any infonnation of markefinK <>f cotton cioijm in Him di*- 

trict? . j 

A , — All our peoiile have to send their crops to Lrode oi »nuppui. 



Q . — Wliat afcj tlie other principal cropi*:' 

.1. Paddy, tobacco, turiiieric;, etc. 

Q . — In regard to paddy, where is it iiiarketcil ? 

/i, — Generally purchasers come from other parts and take it. \Vc do not 
take it to markets. 

Q . — Are those middlemen independent merchants or agents of firms y 
A . — Most of them are middlemen. 

(J . — Have you e.\atuined the system of weights and measures usedr la 
there any swindling going on y 
1 — Weighing is i>erfect. 

Q . — Measurement tooy 
A. — Yes. 

Q — I w()nder if you speak lor the whole disii ict. Du these ryots get a 
fair pricey 
A . — Yeti. 

Q. — What about cottony 

. 1 . — They have to bring it to Tiruppur. 


(The witness then vviihdiew.) 
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Thursday, 6th February 1930 
COIMBATORE 

P B K 6 E N T : 

Mr. H. M. Huod, l.C'.S. {thtiinnan). 

Mr. P. J- rnoMAs. m.a.. h.utt.. ru i>. 

Mr. V. Goi'ala Menon, M.L.r 

Mr. M. A. Mithiah Chkttiyau. u.a. 

Khan liaiiadiir V. IIameed Sultan Makakkavah Sauui nalKulni. 


M.R.Ry. C. V. VENKATARAMANA AYYANGAR Avargal. B.A„ 

B.L., Coimbatore. 


Oral evidence. 

The ( hdutnaii: Mi. \ a nkat araniaiia Av\an-ai li 5 i\r \oij aii\ AXiKiniuit 
ol these iiidhisr^ 

A* i huVA> ol it. Sir ■ iui ul h'UNl a <jviailv‘i ol a iii> e\- 

l>erienee j;ocs, 

Q. AVhat do yon think ol ihoin?' 

.1. — 11iey are very good and arc \crv nscinl Ihii ihc\ imisl he miIo 
jeeted to some controL I'lie (.ontrol must ht greater Ilian it is a( jHeM"il, 
'riion they would he very ust'luL Also ..o.aie ol lh<' sections ol Mie Indian 
COiiiinuims Act which are made ai)i>lieahle now to ilu; nidliis slnodd not \ h ^ 
made applicable to them. 

V. — Can you tcdl us what necessity there rs lor Ni)tH‘iaI legisla timi P 

A . — Jt is because v\o have found it ahsoluUly necessary so lur as the work- 
ing of tile ni<lhi is euneenied. It alfeets fundameii tally tin: rool woiking of 
the uidhis. Fur instance they have been allowing tin' drawing of the share 
<a]>ital which were suhserdied first as monthly shari's. and the rules governing 
that particular kind were registered in the Ciovernment as reipiired. A Hpe«;iHl 
resolution has under the C()nipani<‘s Aet to he registered and the Governmmit 
were registering those rub's and as a consAMpience of that ther<‘ was a rtaluc- 
tion and increase of capital every year and in the annual reports dealing with 
companies the Government were pulilishing these tilings. Therefore tlie people 
naturally thought that these iiidhis had tlie sanction of the (iov tu'iimenl htdiind 
them with the result that if tomorrow all the- nidiiis an' declared to lie 
illegal institutions at least a lakh of jieojile will he affected solely in tins 
district alone. In tliis disti'ici for tlie last 25 years and more it Jius hi'cn 
the praediee, hut that is not sf) after the reec'iit ruling hy the High (Vmrt. 
to Avithdraw the share amount at the termination of the fixed period of 2, 
5 or 7 years. Tlie Madras 1:1 igh Court has, I think, prohulilv wrongly. 
Avithout much consideration, in a small matter raid'd in an off-hand wey 
giv^eii a very sliort decision Avhich has upset hundreds of peoidc. That has 
affected about 2(X) nidliis in this district itself. H you take a hank there 
Avill be at least thousands who have had accounts Avith it. For instuiue. I 
might haA"e withdrawn my money some 25 years ago. Fnles.s some legislation 
hy way of ratification is passed, it will certainly work hardshij). Thertdore 
it is a matter of necessity Aviien 1 say that some legislation is necessary on 
that jK)int so far as th<' past d concerned. 

Q, — Do you retjuire legislation to ratify what is being done." 

A. — Yes, in virtue of the rules passed under the Companies Atd and 
•pproved as it were by the GoA^ernment by registering them and hy after- 
wards publishing in the annual it?ports every i eduction and every increase 
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in tlie rupital. If 30 U taki* tin? liiitiuul reports fur tliu .suverul ycaiH uXc-Cj^ilng 
the lubt few you will find tliat i>ru('iieally every nidlii is on that list, ht'eau>e 
either iU capital is increased or its capita! is reduceii sinij)ly hy this system 
hy which the capital iiMiuey wa« allowed to be withdi*awn under the rules. 
I w'as depositing some inorit^’ in the .Srirangam hunk 28 years ago and 1 may 
!>e hauled up at any moment though I had withdrawn my money years 
ago. So it is a real grievance which retiuires the attention of the Govern- 
ment imuKKliately turned to it. 1 do not want the Government to close 
their eyes till actually the difficulties arise. 

(,K — What is your opinion with i*egard to tlie present condition of these 
nidhis!'' 

A . — I do not see any reason why after all such tilings should not l>c allowed. 
The withdrawal of the share capital should he allowed. 

Q . — Js it not the case that the joint-stock hanks lia\e a share capital 
which cannot he withdrawn'' That is the basis for all the creilit of such 
undertakings. Do you not think so*' 

A . — In this district there is a rule tor withdrawing capital and all the 
dejjositoiss know tliat. 

Q . — It will surely react on the depositoni 

A . — To some e.xtent it will, 

Q. Could you tell me whether there are many depositors? 

A. — Yes. 'I'here is a practice here for all the diiectors in many oi tlu* 
smaller and the village iiidhis to give a guarantee to the depositors, and 
the dopositoi*s know the rule that the sliares may he withdrawn at any 
moment. 

Q — What is the value of that guarantt'e? 

;1. — Personally the directors are rich jieojilc. 

(^K■ -In what way is it eulorceahle? 

/I. -A stampcHl guarantee letter is certainly enforcoa))le in a court ol 
law. 

Q, — d'o what extent is it enforeeahle? 

A . — Suppose I de])()sit Ks. 'I'he dii’cctors in addition to giving 

me the ri^i'iiit for the amount pass a resolution and give me tlie guaiantei' 
letter duly signed liy all the diroetors that in case the hank fails they will 
pay me the whole amount. Sueli a resjKmsihility on the jiart of the de])Osi- 
tors is cnfoiveahlo in law. 

Q — WJiat is the difficulty in forming these nidhis with a permanent share 
cajiital? 

A . — That is heing done now. Hut the people generally leel shy. In this 
district there is a practice hy which loans are advanced on the security of 
the shares. Strictly speaking, shares cannot he forfeited for loans under 
the Act. Th{‘ practice is going on to advance loans on the secuiitv of the 
shares because the shares are a fiis>t class security and if the man commits 
a default then the shares arc aj)propriatod hy the l)ank. That is one thing. 

Q . — So that share capital is of no value as a basis of security for tlie other 
deiHisitors ? 

.1. — That is the ca.se in all the hanks. 

Q — Wliut I am uual)le to follow is the difficulty that may exist in bring- 
ing those nidhis into line witli the other hanking institutions? 

A . — The difficulty is in regaixl to getting the shaie capital. Supposing 
I have got Rs. 1(K) to invest 1 invest it in a sliare and whenever 1 want 
money 1 borrow on the security of that share. Thus it helps a man to invest 
his money when he lias money and get a dividend on that, boirow whenever 
lioi wants money and repay it whenever he can. In exceptional eases when 
the shareholder makes default iu the payment of the borrowed amount, 
the share is forfeited by him. 

(?. — What is the difficulty almut your having a fixed share capital and 
ti-eatiug your present c*ontri but ions as deimsits? 

ii. — The difficulty is this. I cannot take the money whenever I want at 
a much lower rate or interest. But here the capital is there and for temporary 
purposes I can borrow and return the loan, whereas in the case of deposits 
it is not the case. In the case of deposits in joint-stock hanks, if T borrow 
on deposits, T will have to pay a much higher rate of interest than is 
given to me on my share. 
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Q . — Why should there i>e a differeiu't^ in our present arrauKonient ? At 
present you are getting Gi |ko- etuit? 

A . — That is only in ix^gard to the monthly shanks. I am speaking of the 
I)ernianent shares also. In that east' the question ot t>i per cent will 
go away, in Kundtakonain, tlu'v have c.'onvertcHl the monthly shart's into 
I>ernianent shares and the dividend will he the same hnt tlierc* w dl he no 
guaranteed interest. 

Q. — Do vou horrow on deposits in joint-stock hanks? 

.1.— Yes 

Q . — In the nidlii you borrow on the monthly share'? 

A, — Yes. lint I get the inom\v at a lowei* rate' than what I get hv way 
of dividend and inteiost on my share. 

Q — Then the nidlii is )>orro\\ ing at a higher rate ol inleic'st and adx ani ing 
to you at a lower rate'? 

A . — rhe ni<lhi is a s]>e<'ial east'. It lu'lps tlie sliareholdeis in tliut resjH'ct, 

Q . — In most of tin* nidliis, tlie share's paid on tlu' monthly hjisis from the' 
hulk of the funds? 

.1 .—Yes. 

Q . — ^fucli more' is jiaid in that than in the' nay of de'jMisds? 

A . — (^uite so. 'I’hat shons tliat tin' pe'opU' jHt'ler >n<h ri'^ks and take' the 
ineinthly shaix's. 

Q. — Hnt if file nidhi is horieoving at a higlu'i laU' and is li'inling at a 
lower rate, where doe's it make* a pi tilit ? 

A , — The Imlk of the inon<*\ th-positi'd gea's lo iht' gt'in'iiil puljlie for a 
higher rate' ot inte're'st, 

— At wliat laite is it lent to them? 

A (jlenerally at l‘J i)er ce'iit. 

f,h — You !e*nd to tiu' pulilie at \'2 pe'i ee'iit and what ratn have ttie shart'- 
holders to pay? 

.1. — d per eent. 

— What is the' gnai anlt'e'd rate of interc'st ? 

.1 . -At pre‘s(*nt it will eonu' only to i')[ pe*r eent. But in s(*ve*ral nidhis 
we have' got the* syste*iii ol giving iKeiius and that will make it alioiit d iie'r 
cent, though tlie guarantes'd inte'iest is only <>1 i^er ce'id. We* lu'io give' 
12 pel’ ee'iit upon the share's g<'n<'rall\ . (^1 course' tin' Inink in K innhakemam 

that I UK'H tioiu'd is going to give' jx'i* eent this w'ar. 

jT) tlu> nidhi we unde'istand is lornu'el in the lii’st place lor the* sake* 

f)i providing leuius to the* un'inhe'i’^. Is that not so*' 

A. — No, no. 


O. — What is its eihje'cl then? 

I —Its ohje'ct is to have' a pnhlie hank. It may Ix' that tlu' pe'ople' 
who run the hanks originally starte'd them with a vie'W to gd 1 hemse'lves 
appointments in the hanks for tliemselve's. The' pes)pte who are* there' want 
to have this glamour of a direetoi’s place in the management ol the hank. 
Very little of money is lent tei the* .sharehoielei s in the' lust mstanee. iU 
f*e)iirse' that is sometime's done. 


0 — Then there is ih) ve'rv strong [ihilantliropn- motive in »t ? 
i* — It is all pure husiness. It is not philanthropic e'xee,>l for the lac 
tliut 11 very Kiiiall peroeiitii}2;e el the net iinoii.e e, under the rule', el several 
ha'ik.s, as it were, earmarked foi- witne rnarity. 


O.— Tlow (loos it make its money!' , . i 

d— Hv lendinK outside. One ol th<> eh.ef sonrees ol m/s.me I n .l> spy 
is the penal inUmest. Tlie people who disil in merehamltse do not mini 
paving tlio penal interest. 

2< i-j 

lent and not on the interest that has aeerued. . , , 

these hanks were e.stahli«hed on 

would they not They have la^en made 

.1.— It IS a (luestion of the to exehanne their view, 

to tTiink in a partieiilar way and it is v< .v tliinU that the hesi tliiiio 

For till' last thirty years they have heen t.'l iiie nimiev whenever tbev 

would be to invest the capital with the right of tal.mg nimiet wneneve 
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want<*tl money and it wa«; only in an extreme citse they stand the chance 
of forfeiting the share. I am speaking of the i>ermanent share ea][jital basia. 
Now all on a sudden there is no use of saying ‘accept my principle the 
western hanking/ 

Q . — fs it not that the siuxx'Ss of these iiidliis depends ujion the hiisiness 
aeunu ‘11 of one fiei son y 

A . — Quite sf). 7’hiit sirengtliens my argument. 1’he whole thing depends 
upon the future. J know that this man is elevei an<l I will invest the money 
in his hank. Therefore we have to take the local opinion, and that is the case 
not only in this district hut that is the case in every district wliere a nidhi 
exi.sts. These iiidhis are iiinitiply ing in nnmlan and there is an impression 
that it suits the convenience of the poor people, for instance the people who 
liave to do with merchandise, whereas in deposits they will get a very small 
rate of inter<‘st. l^hat is the ohi hf>as< of inis system of nidhis run in this 
district e.sj>e^*iull.\ . In my tours to other places alsf) I liave .sen^n, especially 
in the Tanjoie district, that there are a good numlier (if these nidliis. But 
the decision of tlu* High C’ourt lias disturhed tinnn all. They have converted 
their monthly shares into permanent shares an<l tliey have now made a rule 
that they shall not he withdrawn. Still they do it. I'ho Hindu two 
days ago pulilished a leader ahout it. All that I say is that apart from the 
future aspect of it. the local feeling ought to ho ro.sy)ectod. We have thrived 
so far and oui* nidhis hav(' thriv<‘d so far and It is only aftei* the deci.sioii 
of the higli court that tlnoe is sonu' trouble. Kvmi liefore the ruling of 
the higli eonrt f think theie must have hi^em sonu* eorrcspondeiu*o between 
the — (foveinnion t of India and the Madras (ioveniment and tlie desirability 
of having some legislation eff<*et<sl in regard to tlu'se nidhis. The logisla- 
I ion of nidhis must he two-sidisl. It should lu‘lp the sliai'ohokhu’s and it 
should also lielp tli(‘ jiuhlic. I should like lh(‘ legislation to deal with tlie.so 
two points. I'he indigmious hanks do not r('<|nii(' so much <’0ntrol as tlu' 
nidhis which ar(‘ controll<*d by pra( tit ally a lew p<‘opl(' and if they fail. 
Ilieir nidliis also fail. 

Mr. <hn>{ihi Mnion : Is it youi* view that, the nidliis slionld continue to 
)><* rcgistertnl as haiilvs limit 0(1 hv shaies? 

.1.— Y(vs. 

Q . — You still wnTit tliom to come under the luovision.s of the Tndinn Com- 
panies Aet? 

.1 .-Yes. 

Q . — Tlnm what ahout the provisions of the Aet I’esti icting tlie reduction 
of tlie sha?'(' eapital'-' 

.1. — All that I say is that the Com]>anios Aet should he made applioahle 
as miieh as possil)le. hut thtut' should la' sonit' moie si'ctions for excluding 
some seetious n^garding rt'diieing or inert'asing the capital and also for inci*ea.s- 
ing th(' eontiol in regard to inspection and audit. Now tlio .si'ction relating 
to audit is onl>' votv vague. f Avould lik(' to have tliis (|iU'stion of audit 
made moix* .strict. 

Q . — Ts it. your point that the sections T'clating to the rednetion of share 
eapital and tlie inei’casc' of share eafiital should not he made to Uj/ply to 
the nidhisP 

A.“-Y(‘.s. And .some other seedions should he made moie iioi'in i.ssihle under 
some (‘onditions. Now unless I go to the court and take their* permission 
for every rednetion I cannot do that, fn tlu' ease ol the nidliis it is im- 
] loss i hie. 

Q — Your view’ is that the nidhis should not he regarded as issuing shares 
hut only as taking deposits? 

A. — Yes. hut only under certain eondition.s. 

Q. — With i-egnrd to the other hanking institutions they are giving notice 
to the eoiiH and getting tlie reductions .sanctioned. But in regard to the 
nidhis you want them to remain within the Indian Companies Act and still 
you wmut them to he exempted in regard to this. Is it not so? 

A . — Tinder some conditions I want this exemption to l>e granted. In the 
ease of the hig hanks like the indigenous hanks and other hanks they do 
not generally have the provision about the rediution, whereas the nidhis have 
been hiiilt uixin that principle. 



457 


eltt*t»city if they are not granted exemption F IHipumriiy or 

M xi® "i®i if things are allowed to go on 

^ they are no\v. The old uidhis must go lieeause Uieix- is the Oeniooles’ sword 
hanging over their heads. 1 am u i^areholdei- of a nidhi. So long as I 
am living there may be mueh trouble at auy time if I have withdrawn inv 
tho'^ruting •’*' rt'^ipousihle. Tfmt is the elfti t ol 

V— l)o you -still want to work the uidhis as mutual lamefil assoeiatmn.s^ 

1 et 1 societies where the puhli< ais- imt 

lienehteil to a large e.\tent 


V- ^'ho are the pwinle whom you ari< so greatly helping F 

JUid tiio iiiiddli* tdiiKHos pt'^opU'. Ooiu'vtdlv wo Jioli) tht* 
n^ncultunsts and the middle elaas |HX>ple. We have got a legion ol tlie-e 
nuddleiiien iiieixhantjs and the nidhis deal witli them. We advamv .sums f»| 
money on their merohundiHi^ hIho. 


Q . — Do you mean the poorx»st (dassH 

} — j ^viii class l)ut I will say the poorer cheis. 

(»>.- It is to their advantage that you want the nidhis to he workial under 
ilie ( oin[)anies Act and still yon want them to Ik* f‘on>>idei‘iKi as mutual benefit. 
as.s(K iations y 


A .--You should not use the wonl * mutual ’ l>ut you should um* the word 
‘ public’. They are puhfie larneht assixiat ions. H ^^'ou take the hgui*es o: 
the ioans giv(*n h\’ tln*se nidhis till thi'tn* or lour years ago yon will nee that 
they liave been doing a gooil deal ot work. From the district point oi vi<*w 
the foreign (dements had llnm very lit tit* work to do. 


Q . — Have you made any representations to the (iovernmont with regard 
to this point 

A. — There is that h'tter ol none in th(‘ Hindu, a copy ol whndi I had M*nt 
to the Government. I cIk'W the atttmtion ot His Kxi‘(*llency to it and I 
liad a talk aliout it with tin* Hon’Iile Mr. KriMlinan Nayar also. 

(^ ... jtut you have not inadt* any suggestions as to the lines on which tiic 
luture legislation should be made)" 

A. — I had given tiu' dangers and the risks and tbei'el<>»*(* tin* nt*<*(*f*.sity 
for a piece of legislation lias bemi made* out. It is only when I am given 
opi>ortun ities like this that I can givi^ niv Kiigg<*sl ions. if I am uskini to 
prepai'c a iiK'morjinduni . ( ertainly the suggestions as to the* lines on w hic h 
the legislution should lie w ill be foi*tbeomiiig. 

Q . — vSo your point is tliat tliese nidhis should b<‘ retained by a M*parut(’ 
legislation and that tliey should not be eontroll(*d by the Indian ('ompanic^s 
Aet. You want more control upon the management than upon the* shar^*- 
holders 

4 — I (lo not know hut still th(»y should Ih‘ givim eneouragemeut AM 
the same there must l>e a separate legislation. 

Q — 4,0 these nidhis running any chits m this l(H*ality'r' 

^4 — A large numher of them are running ehits. 

Q . — What is their nature? 

4^ Tlie Collector asked me about the rules and regulations of Hut hinds, 

There are separate rules so far as ehits are <‘on<‘ern<Kl. There are alKuit l‘Jo 
nidhis in the district. 


Q . — How many are running elnts? 

— About hftv per c-ent of them are runuiiig «^hits. Otliers are arranging 
for it. The difficulty was that the Begistrar ankiHl us to amend the iiienio- 
randum. That takes practically .some time. Most nidhis are running chfts. 
Q.—J therefore infer that yon are not for any legislation for the controlling 

of recjuire legislation. Now the rules for the knn nr.- 


uncontrolled. 

Q T *igh to know whetlk«r it has come to your notice that m the course* 

of ^ reconstruction of the nidhis they have had to reduce their camtal and 
that the shareholders have withdrawn their share money instead of deposit- 


ing it again there? 

d.— Working capital is reduced. 


68 
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Q . — Are you aware that in sotno nlacen it has been reduced to such aa 
eximt that the capital is low while the liabilities remain almoat the same? 
A. — I think moat of the Hahilities would have been dischariged also. 

Q . — You have no fear of the reduction of deposits in such eases? I was 
told that some of the nidhis in Madras had to face the difficulty? 

A , — It is quite possible but it would not matter in view of this ruling. 

S L — In view of the ruling they are trying to convert the share capital 
©posit; while doing so members have withdrawn and the liabilities still 
remain. Therefore a deadlock has come? 

A . — I W’ill strongly say that in all these cases the deposits at the time 
of the withdrawal shall have a lien over this nmonnt. 


t 


-That could l>c done onlv hv legislation? 
-Yes. 


Q — Riipposf^ legislation is hrought into effect that the nidhis should m»l 
convert the share capital and that the shareholders should not withdraw’. 
What will l>o the offwt? 

A. — Owing to the large nuinlK^r of withdrawals all w'ill l>e liable. Under 
the ruling not only the nt'oplc who are then the mer»d>er.s but also nil the 
inoinl>ers from the very f>eginniug will Ik* liable. 

Q. — ^What is the position with regard to a shareholder in a joint-sUn’k 
company? Suppose he sells his shares. To what period is he liable? 

A . — He is not liable if he sells his share )>ecause it is only a matter rd 

transfer. 

— Do you not think that it is an anomaly that the Tuemb:*i s el I he 
nidhis should l>e held responsible for <-ontribution in the event of li<|nidiU i'*n ? 

A. — It is an anomaly and a great injustice. 

Q — I presume that you are eouuo<*t^M! w itii a nund«:*r of commercial under- 
takings here? 

A. — Yes. 1 am tlie director in several mills. I have in this city inv(*sUHl 
alKJUt 2 lakhs of rupees as shares. 

Q. — Is there a feeling amongst the commercial public that the wale on 
duty on bills of exchange including hiindis has been regarded high? 

A . — Ho far as hundis are coiuorned there is von great griovanee tell by 
tliese inerebants. The vuUie of goods is realised by means of hiindis. They 
have to ineui* much loss in that. Both the agent as w’cll as the middleiiicn 
suffer very miieli in cotton industries. 

Q . — Do you think on that aeeouni the progre.ss of banking on sound hm s 
has b©<m retraded ? • 

A.™We are not getting a good niiml>er. Of course the public are (on- 
cerned with that. Hundies are not so populai* as it would be if the duty 
is i*educ©d as in the case of cheques. CluKpios are veiy popular after this 
duty is taken. T issue chexpies even for a ru|)ee or two. There is no doufn 
W'hatever that the abolition of duty on cheqiu*s has t<*ndercd to its iturease 
Similarly if the taxes are taken away they will be more popular, f wish 
they are at least apprt'ciahly reducred. 

Q . — I find that the duty on ten thousand rupees on a hill of exchang * 
or hundi is about Rs. 9? 

A , — It depends upon the time, 

<3. — That is really double the duty pnn’ailing in other countries? 

A. — I am not aware of it. 

O. — Do you not think that a rtxluction Is necessary? 

A. — T wx>uld like reduction. I would prefer to have complete abolition. 

Q , — In the ease of reduction what reduction do you think should l>e 
recommended P 

A , — 1 would put it very small say Rs. 4 for 10,090. It depends upon tiie 
time of payment. I would like to have them reduced by half at least. 

0.^— Some chambers of commerce recommend the abolition of the duty 
in tie business in regard to the creation of a selfdiqui dating bill of exchange 
and hundi. Do you think that by reduction a proper discounting market 
could be created? 

A. — Certainly. 
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I — thej*e baatk» diseount bilb* Aud Imndin very freely? 

They go to inuittinus so that they might got the momn very oah^itv. 
iiiultanis a«d others narit higher commission on that. If thev roiue 
in large fiuitil)er8 prolmhly the diacountiug will not he «o Urge. \Ve issue 
dividend warrants now as cheques. 

you roc-onmioiid a separaU' scale of duty to the bill ot exchanged 

A, — Yes. Ninety days or one hiindi'ed and twenty days. These luiiiks 
charge an interest for these days on hnndis but in certain transactions the 
iiitei'est is added in the prk'e. 

you res'onmiend u reduction or almlition on liills which are })ayul»!e 
otherwise than on demand? 

A. — Fit's! of all i^eduction m all ca^.es and then aliolition. 1 would lik*> 
to reduce it by ot) [mm* cent. I should like to have the stamp duty upon 
l>otb of tlitNSt^ to l>e practically the .same. 

V- — U it your view that a sound banking .system tould Ik? brought into 
cxistern^ and could be developed? 

A .—Yes. 

V. — Slioulii there U^ any distinction on bills of exchange payable not mote 
than one year and drawn so many days after sight and those jiayttble more 
than one year ufUr date or sight? 

.1.— No. 

Q . — As It is we suggest an almlitioii oi reilnction of dutv on bills oi 
e.xchange whidi is u!I the same as on bonds. Will this abolition aflect the 
l>ondh in any way? W’ouKl theiv U* any ineonvenien(*e felt? 

.1,— Not very much. Many tif the iKinds are written as pro-notes. 

V. — Mill these larnds be re.sorled in.sUnid of bills? 

.1. — To some exUmt ; not on a very large s<ale. llonds are not nsuallv 
seen among the merchants. 

Q. -You (lou t think that it will interboe? 

.1 . —Si'pai ate c<)mimin ities (kvil with M'paratc classics. Ihunls urv betwoon 
the landlord and ordinary miildlcnn*ii. liundi.s are ladwoen the eustomers, 

(f>. In the casi* of aholiti<»n or re<lucti()n have yon ever thought of tlie loss 
of levonue to (ioveniment ? 

.1 . To some extent. 

t,). How are we to repiuct' tlie revenne? 

.1. — I don't think tliat the matter should U* taken. 'I’lie new Stump Att 
has hroiight a lot of money into the (iovernnient treasury. 

Q. -Then there will In* not rmicli of a loss revenue? 

A. — I am very douhtful. Then tliere will he time. 

(,). — As a jnactical man we have U) suggest ways and moans to make up 
the loss of revenue? 

.1. — The advantages will ]>e greater. I have no snggestioihs. The stamp 
iiieome will not l>e very mmh affected. 

AJr. Thifmas: I find according to 8ir Frederick Niihol.son’s refxnt that 
nidhis are mutual loan so<?ieties. Does that definition ludd g<MHl at present ? 

A , — It is a question of mutual help. 

Q . — 1 agree that the first nidhi, the Suddei (V>ui t Fund, was a mut ual loan 
society; so are many uidhiH elHew'hei*e in the Pivsidency even to this day. 
Bui what al>ant the nidhis in thi.s district? Are they regular commercial 
C'oncerns and doing everything that an oixliiiarv joint-.stmk hunk d<K?s? 

A.- Yes, Nicholson wrote a long time ago. 

Q . — How may nidhi.s were there in Coimbatore at that time? 

.1. — Tn fa< t all of tlicin were existing at that time. 

(?. — That is not what I have gathered. Do all of them have a iHrmanent 
ahare capital ? . . 

I — They have got also subscrilied permanent capital. That is one pecu- 
liarity of bank-s in this district. There we have got also inoiithly shares. 
Some of them combine lioth. F think they have mostly niorithly share capital 
and permanent jiaid-up capital. In the case of nidhis in Oiirnbatore they 
hav’e got Imtli monthly share and permanent capital- Almost all the banka 
have got monthly shares. Nidhis nave l»een returning a lot of de|>osits of 
late. Most of the deposits are going into the district urban bank. 
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(^. — At j)rt*heiit large amounts of dejKJhits ure rtiiiiung into thei*e iiid 

k. — Yea. There ia no question about that. The depoMita have flowni 
the nidhia. If you take the Iwlaiiee of the laat t<?n yeara and tl^ - 
of to-day you will aee the difference. If to-day many of the>*e baiik^v are 
asked to nulnnit their halant'e sh<x^ts for some yeai's you will see the difference 
ill deposits. 

Q , — Is it true that lietaeen ]ff21 and iy2<> as many as sixty-four nidhis 
had l>©e»i liquidated and that in one year alone (19*2o-26) 23 nidhis were 
wound up 'f 

A , — It is possible. 

O , — What are the causes of sucli mortality r' 

A . — In this district the rreclit has gone down. In the iktmkI after the 
war we ha\e had lind seasfins. Therefore the income of the ryots fell down, 
pai'ily owing to woHd deflation. You will see in this district that the 
muul>er of insolvency applications has gone u|). Some had U) fail on ac-eount 
of that, lint there were few liquidations on ae<*ount of other defects, fn 
fact there should he greater eontrol over these nidhis. 

Q — You told the chairman that l>onowiiig on share capital is a legitimate 
transaction ? 

A , — it has lieen in practice for a long time. 

Q . — Does it nut contravene the liulian (’ompanies Act. wliich regulates 
the transactions of theses nidhis?* 

.1. — Framers of the law' hud tm idea in IPl.’l HlK>iit this. So fai* as f know 
in most of the ctnin tries they have got special rules. I'hey have got definite 
ruU's that tlieir capital should not he rediu^ed without the special sanction, 

Q . — If you borrow up<m the shaie eapitui of the siK-iety (,Uk*s it not affect 
its ei'CMlit and weaken its finaneiai stability? 

.1. — To some extent. 

(^. Such iKurowing on tlie se<*urity of .shares may be j)rejiulicial to the 
interests of the depositors? 

A . — Hie position of the depositors will he vvt'akeiuHl. There should not bt' 
a sfjeeial restriction tliat there .should not be any withdrawal of share ea]>ita]. 
All the nidhis do nut borrow on the security of their shaix" cajiital. 

K — Jf the principal security for the depo.sits is shaie (ajiital, would it not 
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k'on the hank if shareholders are allowed to draw upon their share.s? 

A. -As a mere shareholder he may bonx>w ordinary loans and become insol- 
vent. No use of having share capital when he becomes an insolvent. 

Q . — Shaje capital is tlie principal a.s8et of a nidhi. And if yc«.i weaken 
it? 

.4.— Not in all cases. I know a nidhi where the sliare capital is about 
Hs. 8,000. it has got a deposit for one lakh of rupees. I>epositoi*s do not 
wait for the capital. They know what it is. They watch what the hank 
is doing and tlnqe is th(‘ fact iliat they can withdraw their (Icqmsits at any 
time. They generally mature in one or two years. Another reason to my 
mind in favour of the lK>rix)wing on shares is that there is no d iff creme 
betw(M*n shareholders and investors. 

0. — How.v 

.4. — ;You withdraw money and another man deposits. Bo far as the share- 
holder is iHjncerned there will In? another shai^holder especially in the case* 
of monthly sufjscriptions. 

Q . — By some reason or other, such laxities may have gone on in the 
past. But we now recogniae its evils and cannot allow* them to continue 
any longer. What have been found by the wdiole w’orld as essential for the 
safety of joint-stock liauking must l>e equally t>ssential liei*e? 

A. Yes. These things may l>e good in some cases but it dei>ends upon 
long wsgge. 
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. — Are you against further legislation? 
1 would certainly recommend it. 


0. May I ask whether the company law’ properly secures the inter^ta 
of depositors in a nidhi m at present constituted? 

A. — I cannot say that. 
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4L modificatioms in ctitnpaiVY law* wouUl you suggest, not oul^ 

^ iltSWai'tl to nitlhiH hut joint-iiUKk cxmipaiiiesi in general for ^wnring the 
IllAreiit^ of the puhlic* dcmling with them? 

A. — ft may not lie nei^t'jsiiary for very* hig hankK like the Indian Hank, 
the Nedungadi Hank. et\*. Hut over all the mhuU hankt> 1 wouUl I'ertaiuly 
like to have Home l>etter control. 


“^liat resene funds are kept hv the nidliis now? 

. -^Wliatever reserve fund there is is now lout out. 


Q . — HuppOHe there is a run on the hank hv the dei)Ositoi‘«? What will 
they do? 

.4.— The only recoui*se is luiuidaiion. 

Q . — We therefoi'e rc^uiiv a definite ()rovision nl>out tlie receive fund 
and agencies for enforcing that rule? 

.1. — 1 have no ohjet:tion to that, hi Uiut there may not he luueli 

of reserve fund. I may go further and .say that a portion of the net iniHune 
should Ive transfeired to the reserve fund, say 10 per et'iit of the net profit 
or one per tn^ni of tlie working capital. I would also say that a certain 
percontago should ho .set apart for had debts. 1'liere .should lie n Jimximuni 
lor dividends as in the ease of <‘o-op<uative six ieties. 

Q . — Is it true that u good portion of the jirolits of Uie nidliis is got from 
peutti interest? 

4 — A fairly good portion. 

y.--Hov an* tlie prolits sliaied. Wiiat part td the profits actually go to 
the .sliare-h older. s? 

.1 . — Tlie whole prolits. The* diieetors do not get anything ln*ic exiHjpt 
what they get hy way of sitting hH*s, I'he onl\ paid man is the secretary. 

5 / — AVhat i.s the salary of a secretary generally? 

1. — It will he not inueh, about R.s. 5() lo 10(j per month; hut ho W'ill 
get a fat lion us (‘very year. 

Or — Is the lion us acssirding to the pmtits? 

.4. — It is not a iKoeentage of the profits. It is given hy the will of the 
shartvhohJers. There is no restriction plactnl upon the amount. Bay if tii« 
profits are Hs. .'fi.OOO tln*n Hs. 1 .ritX) is given to tlie secretary as homiH. 
Rs. 5(X) to tile treasuicr an<l Hs. 50P to the staff. 4'he articles of a.s.sociation 
do€^ not provide a imiximum. 

(J . — It is .said that many of the nidiiis are taniily concerns? Is that true? 
A. — Some ot them are to .soiiie e.Ktent or at least soine of tlie stutiilor 
ones are local or communal concerns. 


fj>.— J)o they declare dividends on unrealizc*<l [irolits? 

.1. — That is wdiat is called jiaper ^irofits. It is c'onvei UhI into capital. 
We do not take credit for interest due to u.s or due from us. We only 
calculate the sums actually receivcMl ami actually SfHUit. 

Q . — Sir Frederick Niciiol.son looked forward to nidhis developing into 
proper joint-stock hanks. Hus it lieen fulfilled? 

.4. — But nidhis are joint-stock concerns. 

Q , — Jf nidhis are true joint-stock hanks why do you re<|uire any modifi- 
cation of the c^smipany law to fit in wdth your local developments? 

.4. — Because certain peculiarities are not provided for. 

Q . — But what is the chief end in view*, safety and stability? If ho 
stringent provisions are needed to safeguard it? 

.4. — 1 know' that .some of these hanks are committing fraud. Theroforo 
there must l>e some restrictions like Government audit placjed upon them. 
At the same time we have to recHignize the practice that has lieen going on 
and from my point of view" one that wdll lie useful in the long run. 

Q . — Because some prmcte'es having Ijeeii going on tilt now it does not 
follow" that they are justifiable or must ©ontinue. All the world over, the 
capital of a joint-stock concern should not l>e reduced without the consent 
of the coui'ts. Why should that be modified in Coimbatore alone? The 
banks are dealing with public money and they must come under law". There- 
fore. there should l>e stringent restriction regarding the r©du(*tion of capital? 

A. — TeS; at the same tune there should Ije adaptation tg local condfimM* 



— But adauiaiton is not to ho tried on lines which would endanget ‘llie 
very safety of tSie institution on share capital? 1 

A , — We would not have l>een able to run so many hanks if thet^ 
such a provision. There is a mixture of g<KKl and evil in everything. A 
ituinlier of nidhis a'ould not have existed but for that provision. 

Q . — Whatever might have hap]>ened in the past, do you not agree that 
it must now stop.^ 

.4. — I think it may lie gradually' done. 

Mr, Muthiah Chettiyar : What is the penal rate charged by the nidhis? 

.4 .—Generally 24 |>cr cent j>er year, not upon the interest but upon the 
whole principal. 

Q. — Ik it 24 jier i*ent from tlie date of the pro-note? 

i. — From tile date of default of interest till the date of payment. 

Q . — What is the interest charged in the beginning? 

A . — Aliout 12 per cent on unsecured loans. 

Q . — On secured loans? 

A . — 9 per cent. 

Q . — What is the percentage of overdues? 

.4. — Overdues are made up by documents. Whenever money l>ecomes 
overdue, the iiiaiiageineiii got a pro-note from that man unless ne is very 
solvent, for both the interest and tlio princiiial. Therefore it is very difficult 
for us to know what is realizable debt and what is not. 


0 . — But what would l>o tlic outstandings? 

/i. — You <*uii take it as (?ent per tent of the working capital. 

y. — Supposing a nidhi lends Ks. 5 lakhs what would Ik* the overdues? 

.1. — There would l>e a large amount of overdues for one day and two days, 
'riie interc*st cxilleited on them will be a very largo atnount. But uow-a- 
days tliey do not show' the penal interest sH^paratmy in the final accounts 
os they were doing l>efore. 

— These nidhis are registered under the Indian Ckiinpanies Act and 
tlioy do not strictly follow the provisions of that Act in regard to reduction 
of shai'ts capital. Is there anything to prevent mo or any other public 
citizen from bringing thc.se companies to hook? 

.4. — I was telling that oven though the nidhis violate that provision, in 
the annual report issutHi hy the Uegistrar of Joint-stwk Companies he recog- 
nises these reductions. He could nave even at the l)egiiining said that he 
would not register articles to that effect. If it had l>een done, this trouble 
would not have oc^curred at all. He jmts in the annual report so much 
reduction of capital, and so much addition of capital and so on. 


Q . — What is tlie rate of interest charged by the iiidigenou.s banker and 
the money-lender ? 

A . — From 9 to 12 jier cent. 

Q , — On loans with stxmriiy? 

A.— Yes. 

Q . — On clean loans? 

A . — Generally about 12 to 15 |>er cent. 

0. — For w'hat amounts P 

A , — It is for .small amounts, that is aiuounis less than lls. 1,000 and for 
sums above that the rate is 9 to 10 per cent. 

0, — Compared to these the nidhis charge a higher rate of interest? 

A , — They cliarge the same rate. 

?. — But tlie penal rate? 

1. — Yes, they charge a higher rate. The nidhis show a higher rate of 
inteyest, i.e., the pen^ rate in the pro-notes. 

K — But will not the auditor take objet^tion to it? 

1. — No, even the courts do riot, 

Q , — How are the co-operative societies working in this district? 
A.-^They are working sufficiently well. 

Q, — How many lakhs do they lend in this district? 

A. — So far as the Central Urban Bank is concerned they lend Be, 
lakhs. 
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K — And the other societies P 

. — ^Their share capital will he about Rs* 4 lakhs to Rs. 5 lakhs. 


Q . — Wliat interest do they pay on dc|>osit8p 
A , — 5 to 7 per cent. 

0. — And the indigenous hankers? 

A.— They take very little deposits. The Nattukottai Chettls were taking 
deposits at 9 per cent, hut now they do not. 

O. — Do tile Multani and the Maraari take deposits? 

A. — They do not. They get plenty of money from the Imperial Bank. 

0. — Is it iKissible for the co-operative movement to repliu'e the nmney- 
Ienaei*s and the indigenous hankers? 

A. — I do not think it is possible, nor is it desirable 


0. — Why is it not possible? 

.4. — «Be<‘au.sc the gimeral nuhlic have got greater conridenee and deposit 
more money in the nidliis which are run by local |>eople, |>eople known to 
them. We always think that the iieople who run the (*o-oj>erative KO<'ietu's 
are strangers and are very strict. With regard to the nidhis wo can run up 
to them and get money whenever we want. 

Q. — It is .said that the nanehayatdars lend only to their friends and 
that those W'ho are not their frlend.s are not nhle to get any loans from them? 

.4. — That is quite natural .s<*eing that the liahilifv is unlimited. You 
cannot (‘xpeet mo to lend to one who is not known to me and still Ik^ liable 
tor any loss that may )k» ineurrfHl on his Ikdialf. 1 will not ludp my enemy. 

T h f Ch n irm a n ; Wh y not ? 

A . — Because the liability is unlimited and if he niakt's a default then 
1 will also ho held liable for the amount. 

Mr. Mufhjdh (Itefthfdv : 1 am speaking of the limiUsl liability? 

.4. — If it is limited liability he d<x»s not <H>ine to his (*ncmy at all. 

(?.— With regard to thcM' secretaries and managing directors, wliat rale 
of bonus do they get? 

.4. — It is unlimited. 


Q . — Would you say 20 per cent of the profits? 

.1. — It is unlimite<l. Tlie bonus sanc-tioniHl does not liear any proportion 
to the net income derivfnl. Sometimes they re<liic<‘ the dividend paid to 
the share-holders and give more to the Me<‘retaries. .After all the share- 
holders are tlie friends and relatives of the se<’retarv, who is always a local 
influential man. When lu' wants thi.s iMinus there will always Ih» many 
people who will support him and very few to opyxise him. It is the president 
only who generally come.s from outside who has some elux-k upon the secre- 
tary. Therefore it is that f say that some <*heck .should Ik* place<l upon the 
amount of bonus given to the secretary and the treasuiio'. 

Q . — What is the average capital of these nidhis? 

A . — The capital will lie from Re. 1 to Rs. 2 lakhs. 


Q . — How do the industries here get their finance? 

A. — From the fmperial Bank. All the mills here have huge aeeount^i 
with the Imperial Bank. One or two are just lieginning to have arrount# 
witli the Indian Bank. 


0. — Is there any other agency which fmanfk^s thm* industries? 

A, — No, excepting the Imperial Bank. 

0 . — Are all the advances securetl? 

A. — Yes, secured on the goods. 

0. — They cannot get clean loans? 

A. — Not these nulls. They are all open loans covered by movables as 
security. 


(1. — My point is can you get loans without se<‘urity? 

A. — Not from the Imperial Bank. 

Q . — ^What about the number of ginning factories? Do they get finance? 
A.— Yes. 

0. — From ivhich agency? 

— From the nidhis and during some seasons from the Imperial Baiik« 



Mr. Thomm: it true that UKually the nidhifi are badly auditadP 

ii.—One of my reeamn>endatioiis m that there ought to be a better ayatem 
of audit. 

O . — What is the cause? 

A. — Bef*aHse of the patronage. T am speaking generally. A strict auditor 
if he is so. will not Im* appoint<yl the next year also. 

0.— How can you remedy that? 

A . — By taking away the appointment of the auditoi-s from the hands of 
the shartvlioldeiTH. The Government can appoint the auditors. 

Mr. OoiMtla Menon : Are they not appointed at the annual meeting? 

A. — The annual luet^ting is a farce. 

Mr. Thomax: Why not have some kind of comhination among nidhis, the 
larger nidhis having luanche.s in the mufassal? Bo you not think that we 
have too many small nidhis? 

A . — We are trying to have M)me such thing, hut the directors of some 
nidhis do not agree to it, 

Q — Yfjij have attcmpt<Hl htit has it not sucoeeded? 

— Yes, hut they do not want to combine. We tried to hare a general 
hoard of dire<‘tors. 

Q — Why not at least some of the larger nidhis incorporate the smaller 
ones ? 

A. — The smaller nidhis art* family concerns and they do not want to lose 
their individuality and subject themselves to the control of others. Here 
in this district branches have fuile<l much more than individual nidliis. If 
there are onotigh individual hanks then why should there l>e branchy. 

— I .suf)pose there ar<' many nidhis in the villages? 

-^Yes. 

Q . — And they are lending money to the villagers j\ist as co-operative 
societies are doing? 

A. — Yes, they aie doing the same thii^g. 

Q . — A gfM>d numher of nidhis are financing agriculture to-day? 

4^ — Yes, ov€m in (bimhatoro to-day about ">0 per cent of the loans are 
given to the agriculturists. Wo «*an say of the advances 5() per cent is for 
agriculture and 50 per f^ent for commerce. 

Q . — So these nidhis in Coimbatore have travelled far from the days when 
Nicholson wrote his report ; and in their constitution ns well as clientele, 
radic'al changes have taken plac'f'. Tlie Mylapore Permanent Fund and a 
few other funds elsewhere in the Prc^sidency are only exceptions. They 
are no longer mutual loan societies hut regular eommercial comwiis and 
lend money to all classes of }>eople. All these justify, and even call for, a 
more stringent State regulation of the nidhis in the interests, specially of 
themselves as of their clientele? 

A.— Yes. 

Mr. Shanviukfiani : I think you were putting a spcfual plea for 

allowing these nidhis to lend on share capital? 

A , — What I was saying was that people had been awustomed to it so 
Jong that it is difficult to stop the thing altogether. The l>etter thing 
would be probably to lend money on the shai'Cs under some restrictions. 

Q. — You recoijniK© that in lending on this share capital these nidhis are 
violating a provision of the company law? 

A. — Yes. 

Q. — Do you agree that the chief difficulty in the whole situation is this : 
when an article of association of a certain nidhi is taken for registration 
the registrar does not refuse to registt'r it on the ground that it is funda- 
mentalTy defective? 

A. —I go further than that and say that in the annual report he says 
8i>ecifically that so much reduction in capital has been made and so much 
additions. Thus he clearly reeognines it. 
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Q. — Therefor© would you stroi^ly welcome some procedure by which the 
annual statements submitted by the nidhis under the prd^visions of the Com- 
panies Act could be fully examined by some responsible department of the 
Registrar of Joint-stock Companies so that the public may bo satisfied that 
all the nrovisions of the coraipany law arc being observed P 

A . — 1 go even further. The auditing should not be done as it is being 
done now. Every item must l>e checked and if it is against law the persons 
responsible must lx> taken to task. 

Q . — In C'oimbatore there have been some cases of aUcge<i defalcation. 
These defalcations are supposed to have taken place in spite of the ceftijv- 
cate which has been given by the auditoj-s? ^ 

A . — As I have l>ecn saying the auditor merely signs the balance shekel 
in most cases and does nothing more. There ought to i)e more careful audit. 

Q . — Therefore vou suggest that one of the remedies shoiild be so to change 
the wording of tlie certificate issued by the auditor as to make him more 
careful in his audit work? 

.4. — I (an suggest even 20 different remedies regarding audit, but 1 am 
not here called upon to make that suggestion. Even if wording of the 
(ertificate is altered it is very difficult to make liiin moie careful, if there 
is a concurrent audit tlien it will work much better. 

Mr. Gopnla Mr non: Is there not the .system of monthly auditing 
o})9erv©d ? 

A.— No, 

(The witness then withdrew.) 
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Tkonday, 6th February, 1930. 
COIMBATOBE. 


P H E 8 E N T : 

Mr. H. M. H l.C.K. 

^ Mr. P. . 1 . Thomas, m.a., ti.litt,. i*h.d. 

^1r, (’. Cioi'Ai.v Mfnon, m.l.c. 

Mr. M. A. MiTHiAH (’hkttiyah, h.a. 

Kliari Italijidur V. Uamkih) Su ltan Maiihaiu Sahib Bahadur, 

M.R.Ry. C. G. NATARAJA MUDALIYAR Avargal, Secretary, 
the Janopakara Nidhi, Limited, CJoimhatore. 


The witness handed f)ver to the Coinniittoe th(‘ following written 
evidence: — 

“All exchange banks slionld he JogisteiXKl and incori)orated in India with 
rupee capital witli an adinixture oi Indian and lorcign .sharehoJdert^'Tind 
Indian diiXHtors also on the hoard of managenient. 

“ Owing to the exploitation oi the foreign oxcliang(» hanks in ovenseas 
trade and the lni))orial Jhank in tiie inland trade, even the hig Indian joiht- 
Btock hardvs cannot make any headway and are shoved to the hackground. 
‘Retwt'en tlu' undue competition of tln^ Imperial Haidc commanding colossal 
Government funds on th(‘ om‘ hand and tlie mono])oly of financing export and 
import trade captuixxl hy tlH‘ foreign exchange hanks on the other, the 
indigenous haid^s are hemmed in and their progress is imj)oded. There is no 
frif elite eordiiilr and esprit dr eorps between the Imperial Bank and the 
joint-stock banks. 

“ Since the enactment of the Indian Companies Act of 1866, 1882 and 
1913 a very largo number of nidhis and chit funds wore established in the 
Madras Piesidency where there are now over 400 of them working in full 
?^#ing and occupying a strong position forming the bulwark of the Madras 
joint-stock companies doing hanking business. 

“ By their ])eeuliar cs^nstitution the non-fixity and the fluidity of tlieir 
capital, and fundamental difference from joint-stoek hanks, they do 
liot conform cither to the requirements of the Indian Companies Act of 
1913, partieularly sections 55 to 58, restricting their shave capital or to the 
Co-operative Societies Act. 

“ They occupy an anomalous i)osition in Indian hanking. It is very 
essential in the light of the experience gathered and gained in w^orking of 
4 these nidhis and funds for the past 50 years and more, that special legislation 
should l>e passed for their iucorporatiou, control and regulation as a special 
class of institutions governed by special statute, as it is very difficult to 
bring tliem under the purview of the Indian Companies Act. Tlieir accoteis 
should be audited by Governincnt. The Registrar of Joint Stock Companies 
should exei'cise statutory supervision and control over them. The reserve 
fund should not he allowed to be rolling w ith the working capital but slioulS 
he invented outside the concern on some gilt edged security as a safeguard 
to the depositoi's and shareholders to meet any unforeseen contingency. As 
per their articles of association, the nidhis are granting loans on their shares 
tc the extent of 90 per cent of their face value. This is a glaring drawback 
and a novel procedure considered in the light and spirit of the Companies 
Act. No share loans should be allow^ed, paid-up capital of the shai^olders 
should stand intact as a sterling security for the depositor and for upholding 
the financial stability of the banks. 
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' The shares ot ui the nidUiire lully paid \ip to thefl* faee value, 
as such, there r^ uo I'eserve lin»u|itv of the sluu'idioUleqi^ value of 

their shares may l>e lucretised by at lea«!| 25 jkm' i«ut so us to iecufe tiwi 
shareholders reserve liability which is the inainstav and a^tMjchoid of a 
bank’s solidarity and solvency. 

No bank should bo allowed to take in ilej>osils indisii’iniiiiutclv. *^l'ho 
total uinount ot dei>osit which a liank may rcnvive should not exi'tW doublo 
the aggregate consisting ol the paid-up share capital, the rescrxc tund ana 
the. reserve liability ot the shareholders. 'rhi?> in.vitrK'tion aill ussvirq|Uj 
guaranty the depositoi’s money at all times and in the taw ot crisiit; 

“ Government should impose rigid and .strict limit in the matter of 
trution ol new )>uiiks in each locality. As it i.s, nidlii.s and funds are spi ingiug 
up like inushrooms in every nook and t*orner a ithoiil any [uojk i* cliei'K <u 
C'ontrol intvr ((da. [ may mention that iii C’olmhutoie town altme there uvu 

about (30 nidliis loi a population ot about 75,(R)i). 

Stutistii ally it is tound that C'oimbalorc C'ily lias moii' registered banks 
than any other City lu India. A jiitlii-miis .study and sur\i'\ (►! iIk* locality 
an<l extixunc caution and disiretmii should previominaie in the regulation 
and issue of charter to nca lianks. 

In tine I l<‘i\cntlN appeal to the Madras IboN imial Hanking I‘ai(|uiry 
CoiumitU.H‘, to recommend to Guvcrnmciit to patroniiic the iiuliau j<nnt-.stotk 
hanks by extending to tliem State-aid and lueilitie.s for cash eri'dit aei^onimoda- 
lion at cheap rat<‘ of interest through the Impeiial liank wliieli is the 5Vu||0 
bunk and //aho /or/o llie bankers' baidv. ‘ 

‘‘ Most ol tlu' Indian iianks dc'posit ibeir 'vurplns cash in tin* lin]>6rial 
Hank in ( ui loiil account on ubich no interest is paid. If u ill be a great 
to tliein it the Govi'ininent could persuade flu* imperial Hank to tuiy 
2 2i i>er (*ent interest on current deposits. 

l^voi'ivti ali/ulion is the liane wbieb rt‘lards the )>i t)gre,ss of jndiaSi 
baukiug system. ll liaiiking reserves are e<uu<mt ratial in a central tiaidv, 
tlie i;atast?‘()])bies (d unwarrantt'd eristvs i nn la* salely and judn ionsly averti'd 
and good credit can l)e organized. Sound Imnking d('vt*lopim*nt in tlio .'O/'C 
qua nofi lor tin* material advaneem(*nt and j)ro.sperit\ of India's agrii ulture^ 
trade, eoiuiueree. industries ami uauilth.” ^ 

Oral evidence. 

The ( liii i flint ll : ..Mr. .Nataiaja Mudaliyai'. you are counet ted with Uiu uidlii 
in Coimbatgrey 

-1 — [ Seci'etary ol tin* nidlii. 

Q. — With it*gard to tlie eom(Krsition ol the iiidbis and iuntih tliere arc 
eortuin points in wbieb the In -laws are not in conformity wdtli tlie Indian 
Companies Act. Can \ou tell me what are those points':^ 

A . — So fur as seefion 55 of the Companies Act is (oneenuHl (the redu(*iig/t 
of share capital) sonic of tiicsc nidhi.s <lo not contorm to tin* Act. SeetioiiH 
92 and 94 deal with iiruspeetiis and HtO and 101 restrict tlm allotment, seu^ 
tion 192 deals with tlie effect of irregular allotment, section 105 deals with 
the commencement of business, and sei tion 104 aboii return of ullotniOii^ 
Under the.se .st'ctions some ot these lund.s do not conn* in. Hut nidhis eon- 
form to these eonditmns, with the exception of the sections r(*strioting 
reduction of capital. 

Q . — III wliut way does a nidbi ditfer from a fundi" 

^ — XI, nidhis riNeinbie more or les.s joint-stock banks. The sliarc capital 
of the ftliids aie iiieix^asing or ilefreasing aieording to tlie whiin.s of ihif 
inemhers. They may choose to he members ui the fund or retire*. New rnein- 
l)C|5ii Clftt come ami old laendiers can go at any time they please*. Hut ill 
liidhi# it is not so. 7'he share capital i.s constant, the number oi meudiors 
are constant, only the name of the members change and the paid-up sliarg 
capitaLwill he constant. 

4 Q . — In that i*as<‘ the ’»idhis could well comiily w itli the provisions of tho 

Indian Companies Act*" 

A . — 1 rather think .so. 

Q . — In that cast*, do you want any speiiul legislation lor the riidhil in 

the futnrer" ... , , 

A. -^Except for these heetions which arc tliought by wjme iieople to l)e a 
handicap for the smofjth running of tlie nidhis, I think they cun very welj 
be broiight under the control of the liniiun Companie^s Act, 
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Q . — Do you think that it woi^ld her lienoficial generally, if they arc brought 
into U^e with^o^er^orms of baAa, with the elimination of certain peculiari- 
the latt#?^ 

A.-^t the^buttot it^may l>e difficult, but in the long run I am sure they 
will conform to the Acit* ^ In Kngland and America this has workcKi very 
well and I do not see any reason why it should not work in India as aell. 

Q , — Do you think it i« desirable that they should have their own audit r' 

A . — 1 rather think that State aid should l>e given. I have dealt with 
this aspect of the question in a paragraph in my written evidence. State 
^udit and supervision is essential for the development of nidhis in this 
tountry as in America and Denmark. There the hanks are all controlled 
and regulated by Government. They issue a charter and an audit cei-tificate 
and things of that .sort. The .same procinluro may he adopted here also. 

Q — Do you consider that the audit should he controlled hy Govermnent.^ 
Ai*e not the joint-stock hunks nowadays having their accounts audited hy pri- 
vate auditors? 

A, — The audit should I>e controlled hy Government. I would even suggest 
that the control of audit of the joint-stock companies may also he under 
th# control of Governiiietit just as local l)oards and municipalities. 

(At this stage, Mr. ('. Coffala Mcnon took the chair.) 

AJitthiah (‘hettii/ar : How many nidhis arc there in this town? 

A. — 7’here arc about dO nidhis. 

^h-^Yoii give 11s. 100, after 84 mouths for a man who takes up one share 
of one rupee. Do you consider it a reduction of capital or not? 

A . — So far as funds are concerno<l it is a reduction of capital. ' 

* Q.—D(HiH this system prevail in any other nidhis? 

A . — There is only one nidhi in Coimbatore that docs this function. 

Q , — Do you advance loans against shaixis? 

A. — About 80 to 90 per (‘ctit of the value of the shares we advance. 

O . — Are there any iorfeituros? 

A. — Wo have not. 

Q . — Do the articles of association of some of these nidiiis provide for 
the forleituie of shai'es? 

A. — In any ease of the forfeiture of shares, wo will first of all sei’V'o 
the jiartv with a notice and pi*occ.ed to auction his shares to the liighe*t 
bidder. If the sliareholders agree, we could transfer the shares without 
notice. 


Q . — It is alleged by somebody that the forfeiture of shares are all pre- 
arranged. Is thoi-e any truth in that allegation? 

A. — 8o far as 1 can see there is no truth in such an allegation. In the 
{p*st place there is no forieitiu'e of shares at all and the shares arc being 
sold out to somebody when the shareholder wants to tran.sfer. It may l>o 
BO only in the ease of funds. 

Q. — How’ many funds ai'C there which run shares of this nature? 

A.— There ai-e no funds which run any shui'es like this. There is only oiio 
nidhi in Coimbatore which runs on the model of the Mylaix)re fund. It 
runs a system of shares, it takes 84 shares of rupee one each in 84 instal- 
ments and pays Rs. 100 at the end of the 84th month. 


— What is your rate on clean loans and secure loans? 

A , — 12 to 15 per cent on clean loans and 71 on the pledge of je 
oint-sfcock hanks charge in 71 to 15 per cent. 



Q. — :Y"ou*suggest the organization of a bankers’ association to brin^ 
ogether all merchants and hankers into closer touch. Have you any chamber ^ 
►f commerce in Coimbatore? 

We liave i^contly inaugurated an Indian chamber of commerce, of - 
rhich Mr. R. K. Shanmugam Chettiyar is tlie president. ^ 


Q . — Do you consider that the bankers’ association would form a*«ectioii 
n that chamber? 

4* — Certainly it will form a section of the Indian chamber of commerce. 



\oii ttiso urge for .the formation of uti AiUlitdia bank witK^ 

branches all over the country. I>o you wiMljk that yon ahould hav€ex>ne 
branch in every district headquarteisiP ^ k 

A . — 1 have stated that there should Ixj s6me of oonlraUxatioii 

banking reserve in an All-india (Antral bank witli it^ branches all over thu 
country. The branches may have their headquarteiiK' iu Mudi*A8 so far tis 
this Prosicleiicy is coneerned. 

Do you not c^onsider that the Imperial Dank ran lK>st uet m their 
agents in all districts!^ 

A. — I rather wish the central reserve bank shoukl have its own hruiK'hes. 

V-— Should the central reserve bank lend merchants directly K 

A. — Yc^s. My object i> lliut the <‘iMUial reserve l>aidv should leiul to ad 
bankei*s as well us Uierchants. It should have' also bankers as its share* 
holdei>.. ft should be a bankers’ bank, also. 

Q- ^ on want that the central reserve bank (o la* public tsH»ipan\’ and 
not o1 a Govermnent concern P Is that sop 

*1.- — It should nut be u banker oi (Government. 

— What is the etfect oi' the ahold ion of stam}> duty on einsiues ? 

A . — This bus made things very easy. Cheques systv'in can be IrtH'ly resofti'd 
by all literate inerchants. 

Q . — Do the nidi) is employ cheques P 

A . — Some ol the uidbis do tliat also. 

Q.-r>o yon know any thing about usuaru't* bills P What is tlie inlort'Nl 
cliui-gCHl on itp 

A . — It is a bill commonly repayable at lln* eml of dO dav.> and is used 
«io.sily by bankets. 'Ibey eiiarge 12.^ annas for Iks. JOn bill. 

J)o you favour any rc'tluctioii of the ruteP ^ * 

.1. — -I vvould suggest u reduction of half tlie amount. 

y. — You say that for land moitgage banks, capital (ould be laistnl from 
big Uindiordh too. Do you think tliat tliev would In* iemp(i*d to lend money 
to the land mortgage lianksP 

d»sT~Theie arc rub landlords who can lend money. If they are allowed 
to participate freely in tin* management of the land mortgage banks, thei 
^re l>ound to iiivost their money in them. 

*You say in your vvrilteu evidenee that if tlic bearer eliiMpKvN me 
liy law made Uj contiuiie us bearei* elitspies until eneasliment without being 
converted l»y indorsement into ‘ order eboijues ’ in the interim, then llie 
public will he better benelitcd liv the liundi system. Can >ou explain what 
are your difficulties at t he pix*sent system P 

A . — A great deal of difficulties is experienced by the bankers according 
to tlie jnesent piactice. Tlie banker.^’ liability has become all the more great. 

W o find that the resjionsibjlity of the banker is all the more burdeuiMl by 
the conversion of bearer cheques into orders cbcHjues before encashment, 
especially wben liills are di.seoiiiited with us. 


Q . — In regard to the land mortgage bunks, you said that the luniUordK 
Uiould be allowed fieely in the management of the bunk in order to uUraci 
investments from them, and vou also add that expert and tsmstani wujK'r- 
vision shoukl be made to see tliat the whole money raised is spent on the 
improvement of the land. Which agency do you suggest, should *bo 
employed for .supei*v ision P 

would suggest that an agency analogous to the agency employed 
for the of co-operative land mortgage Imiiks be foi.iusl h r the? 

purpose eJi^pervision. 

say that the rate of interest ranges from 7 to 12 per cent 
Ivetweon 20 to 24 j>er c:eiit. Wliat wilt Ikj the net yield taking 
into account all expensiss on the capital of the indigenous fiankcrsP 

A.- — It fairly works out -o 12 per c^ent so far os nidhis are cidncerniMD 

— W^iat is the average yield with regard to the indigenous nioncy- 
JiiSders’ capital? 

A , — I d# not know that, Tt may I>e a little more than that. ^ 

Q — Da l^ou know what the i>enal rate of iuterest they charge on the 
defaulters? ^ . 

A. — Dn^ahna for 100 rupees for every day s default. This m with a view 
to ' make up a||y loss owing to had debts^ etc. 



^ Q . — Do yo!f co-operatiW «ocio^iB|t ct^ foplaoo the uidigeuou^ 

battier P .. #' " 

— Thej’ eaniibli^y^piaco them cOBiplelM[%. They it only to souio 

iacten^. In c^j^in parts of the country Ipey have hei^ 

Q. — Havo'thoy htien ousted co|p^leteIy there? 

I ^ ni^Ye*; ill the village parts. . 

" ^».-^Are there nidhis in the villages? 

A.r^rhey may l)c in one or two villages^ but not iii all villagos*^^^ 

What rate do you generally allow on your deposits? 

A.^Tlie rate ranges from 0 to 9 per cent. We are giving 6 per 
on diti* deposits. 


* Vou want that a legislation should be j)ussed fixing the maximum 

yate of interest at V2 per cent and the charging ol jienal iutei:;ppt, should bo 
pdwdi^ted l>y law. But your iiidbi lends at the rate of to 15 i>er cent. 
/Tlicn .:a^iil not the same legislation affect your nidhi also adversely? 

A , — As a matter of fact 1 am tor reduction. We conform qgrselvqi W 
cc^rPiiil rules imposed on us by the Indian Coinpanios Act and the other 
joint*8to(k liaiiks. I may state that a reduction iii the rate ot lq^rc>st is 
gll^itflcdy necessary l)eeause there' are .some unscrupulous inoney-Jeiioers who 
■^uke advantage oi the licentious habits of certain young men, prey Upoii 
them ami lead them to laek and ruin. I have eouie across with a numb0i‘ 
of instances like that. If a penal provision is made in their lending at suc4, 
usufiqtus rato.s, it will act us some sort of control over them. 


Q, — J>Q jjQt you think that co-operative societies and joint-stock hanke 
have iiad tlieir own effect in bringing down their rates? 

"'>i;;ilA|9!r-('eitaiiily there has been an atipreciablc reduction in their rates to- 
day. l*eoplo in many village.s rarely go to them for financial help. 

^ Q . — Then why do you recommend legislation? 

^ A . — With all that it is a safeguard. 


say that the hunkers and money-lenders arc* a little to© 
protected by law. Will you c.\[)Iain what you mean !>> that statement? 

A . — What I moaiit to say was that some of tlu‘ l>ankers with 

horrowei' in limes of dire necessity and get pro-notes or i^th^-|prm 
qf security. When the iKirrower fails to repay they obtain decree from coui’fcs 
♦I.S per conditions oi the contract of tlie debt. This works very hard upon 
.the borrowers and 1 want that some legal facilities should he ext^d^d liy 
statute to the liorrower. For instance, if a man goes to th6 banker and 
hor4ti\^^s from him at 12 per cent and if the interest is not paid on such and 
^sucli a date, tiiere is a penal clause iiujiosed on him that lie xliould, pay 24 
j[* 0 r eoTit ill which case lie is allowed some more time for repayment. This 
penal interest is again multiplied, if he does not pay before that time, iiud 
thus eventually the Ixjrrower is ruined. In order to safeguard against tlu* 
V t want to have a check on them by legislation. 


Q . — Have the indigenous hankers much difficulty in realizing their out- 
standing? 

A . — With all the penal provisions, they find it difficult to realize tlieir 


many years 
pl^pftal on eleau loans? 
"'A. — In about 3 3 ’oai's. 


does it take for the money-lender to I'ealize his 


Q . — On secure loans? 

A . — Mortgage loans involve a year at least hefoi'e they eould i;€» tl.Q 
decree and it will take II years at least for the realization of his amount,' 
if the property secured happens to he movable. * 

^ — You were just saying that your lending rate is 12 to 15 por cent* 
You now' say that you get an average of 30 per cent on your lendings. lipiP 
&n that bo possible? 

* A. — The 30 per cent realization is our gross income. After making^gllow- 
ances for had debts, couit expenses and all other incidental charges, w# 
could realize only 12 to 15 per cent on our money. 

^ ^ Q , — Do you moan to say that in most of your lendings you^^w'ill have "to 
charge penal interest owing to the default of the parties on the' Hue date? 

j [ — jji the majority of cases, the iKirrower is not able tO' *|>ay oil the 
due dates at all, and it often happens that unless penal inteiest li charged, 
the ttiuouiit is not realized. Naturally the interest realized at that timf 
w orks ^up to 30 per cent gross. 
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Q . — You charffl© ti mt ieweli^ 

.4. — Yo«i, WA Jl^e leut to al^nt 6.000 iHwplt* on j^ivoK. Out of thoiie 
100 ca.v^s an* m <<*faul(. Invariably arc not p!x>inpt la their 4epn\v 

nient. * '* 

Q , — Will it not bo the case among indigenous bankers aksoP 

A^It is not so in the case of indigenous banks. ' ^ 

^.^tiiS'ou want that the All-India Reserve Bank should co-opt ItfNtol 
directorates in its branches at all district headquarters of T)n 

think that it is passible? 

.4, — Yes, it is possible. 

3/r. Yon state in your memoranduin that tx>-opcrat ive mioieties 

have aire "Ousted the money-lenders. Is that so? ^ 

.4. — In most ot the villages the monov-lenders are IxHoming ext incf^ 
operative societies have done a great deal towards this end, 

p. — In^liow many villages of the district you have got co-openitivc aooiptitHi 
now? ^ 

A , — T do not know that exactly, hiit in my own village there 1® OHq 
ipciety . ^ 

Q . — Bpt it IS ofti'U ailege<l that even in villages wh(*re there are co-opera- 
tive soc^ties, 75 iier cent of the loans are giv4*n l>y tlie indigenous monev- 
lenders. Is this true? 

A . — It may ho. but T am not aiqnainted with it. 

Q . — Tn anv village known to you where both these agencies function, 
can yon tell me approximately what fM»ref*ntage of peojib* resort t# Hue 
society'*^ ^ 

1 — Only a small percentage of the people r(*sort to the eo-operaiivO^^ 
soci(*ty, but a majoritv in country parts go very oft(*n lo tb(>ir neighboufii 
and satisiv tb(*n‘ urgent uHjnireinents. Wb(*never a riib ryot in a vilblge 
sonu* nionev to spare. In* iinnu'diately lends it to some irftfgbkisnr 
wild ♦'e<)nir«is it Hi* tlo(*s not generally go to a bank to (b'posit Ins money. 

^ ,,‘S , , 

>ou give me the inoportion of agrirailtnrists that plat'C <\0poitklS$ 
wjgtK your nank ? 

.1.- -Only alKUit HI per cent. 

Q% — Yoit ^spenk of ll?5 jomt-stock banks in this district T suppose you . 
inr'lud(» nidhif also? • 

4.— Yes. 

Q . — Would yon call nidhis joint-stock hanks? ,, 

^ A . — Tfu'v will in a wav come under tlie eat**gory of joint-stoc k haiilci*. 
TTiCv can do all the fumtions of a joinHslock bank except discounting of 
bills and the colh'cMion of checpie.s of their constituents. They do noi inve-^ ?. 
thc‘ir fnmK in rjoverninent sex-urity or trusts or on nuv other debentures 
That IS the only ditfcicnce 

(>.- In regard t*) functions, all that a joint-stock ba’ k docs, tlie nidbis 
also do. hnt with la'gard to their constitution, is there not soim* ditf4ir|>noifT,, 

.1 . -Tlierr* are sonic diffcr<'nces in their constitution, such as fVie w'duf^- 
tion of 4a(>itai and the snhiniKsion of some of the returns. The nidhis ^ 

not find it difficult to do these, 

Q. — Do you agree therefore with the view that the nidhis should (tevelofi 
intoifoitlt-stock hanks? 

.1.— rather tliink so. That is iny candid opinion. 

0. — Ali*ea<lv the nidhis are just like joint-stwk hanks. Aix* they not? 

A. — Ye<, they do all the functions of a j<nnt-.Htock bank more or 

Q.— It is onlv in their constitution that there is some difTorenre? 

A . — Yes. 

0i»*— Do all the nidMs u the word “ liniitixl ” after their names? 
w- A. — Yes. 

Q . — Are you aware of any recent judgment of the High Court concx^jrning 
nfdhis? 

A. — Of course in the High Court judgment it is aaid that if a nidhi goes 
into liquidfttfOn. the liquidator has right to artd as contrihiitories the share- 
holders Who have retired and that has caujwxl i great deal of panic and 
Unnerved the investing public. If. affects only the people who have coiml 
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Qnddr the fun<i«r Bui nidhi& are affected this nding of the High 
Courts, boc'ause the tranrfToree becomes the holder of ^he ^arc and he gets 
all the rights and liabilities of the transferor. i? 

Q — If the nidhis are going' to he nidhis, the judgment will not 

affect Hhem at allP 

*Q . — You speak of autonomous co-operative societies being started^ the 
viflages. ^ITint do you moan hy that? 

4". — Some literate people should T)e appointed to run Ishese co-opera tire 
aociottes without there heing the necessity to he guided from elsewhere. 

V. — But, at the outset, for organization and for safeguarding the interests 
^ the momhors there should he some sort of control. Ts it not so? 

A . — Of course there should he some from at a distanee but not too near/ 

Q , — Ts not a (‘o-operative society autonomous in the right sense im 
there any impediment or any interference now whicli is nninstifiahle? 

4.— -Of couixe tlie nn)irnit<?d liahility is a T>aino('!cs' sword hanging upon 
societies. 

Q . — How is it? -- 

A . — The members are so nnich afraid of the nnlimitecl liability,^^nnt 
limited liability would be a safe course to adopt. 

0 .— But, in Germany all the sociotics are of that sort, are they not? 

^A.—Yea, 

s. P.— ~Bnt the Damocles’ sword does not hang there? 

.1 . — No. India has advanced hy gigantic strides in the course of the last 
25 years more thaii any country. 

0, — You speak of developing the hills. Do you mean by that the eorQine^ . 
rial bills? 

.1 . — The csmimoiTial liills have to l»e discounted. 

(?.— Wo have got Imndis. Are they not lulls? Wliat is lacking ia 
V .-ly - There' slionld he .some sort of red i.seoun ting oV hills. Tf a person 
If' joint pro-note, that sliould he a negotiable inst luinent. 

^ 0 . — Now what stands in the wav of its being treated thus? 

' ‘ A, — The lack of ronfideme in tlie peopl# stands in the 

Q. — Ts the r(‘al reason foi- that the fact that onr hills are most acoommoda- ' 

tion hills? 

A . — I do not think that there 01*0 any aecomnuKlation hills. 

Q — I jip-j iiQt sure if yon quite follow the meaning of aceommodatwiili 
ImIIs. They are merely to Imrrow money, is it not? Or are theie genuine 
commereial transactions behind them 

4. — Certainly. 

(J).*— Ts it not a fact tliat the reason the Imperial Bank does not do such 
misiness is hecanse the proper kind of hills are not placed before them? 

A. — Yes, it does not conform to the exact method followed in England 
arid other ])lace.s. Tt will be better if the standard is raised and brought 
rrh m par with what is obtaining in the western countries. 

0 — Therefore you think that the real difficulty is in our me^ods of 
business and that if they ai-e improved, our commerce may develop Im# our 
securities may he more valuable? 4 . 

A . — Conservatism comes in for a good deal. ]\rost of these do not adopt 
<||^.hundi system at all. 

Q . — Do you think that the stamp duty stands in the way? ^ 

'’^4? — The reduction of .stamp duty on cheques has done a goocl deal to 
these cheques nioi’e popular than they were before and even Tamil 
cheques are now l)€ing issued by some of the nidhis. 

Q. — Hav^e you found any difficulty in using the vernaoiilar in cheques? 

A . — There is no difficulty. I think that ev^en the Imperial Bank cUn 
follow suit. ^ 

9 . — Ts there no difficulty in deoiphenng the names? 

A. — No. What I say is that bearer cheques should continue to"i>e bearer 
llfceques. ^ 
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Q . — You would encourage the u«e of the TemeruIarP 

A. — Yes^ I would jtrongly urge th4 use of the vernacular. 

O . — Is it only a matter of having a certain number of pandits F 

A . — There should be some people veraed in caligraphy to s|ieU thix>ugh the 
signatures. 

(f , — Do you think that the Imperial Bank and the exchange banks aeeepi 
such documents F 

dUr^Why notF They can employ an expert or appoint a cashier of some 
other Di^^raon wh<jni they can hold responsible for dealing with such things. 

Q . — Will there not be other difficulties in the wayP 

.4. — Tf specimen signatures are obtained and verification is made thorft wil] 
not bo any difficulty about it» and I do not think that anything wilt go 
amiss. 't 


-Has the cheque habit been increasing lately ? 

I, — Only very little. 

Q , — Has it not increase<l after the abolition of the stamp duty on choq^uesP 
A. — No. After the war ended there has becm a jdetbora of money and 
so the cheque systom has got intq the provinc'e. The fabulously high pri<*et 
ahich obtained in l^outhorn India during tlie war has made especially 
Coimbgtore a little bit rich and the clunpie system in tlu' veriiacular l>0gan 
J|g gcneijis from that point. 

Q. — J\ist half an hour ago we were told hv another witness that Coitljlwi* 
tore had become poor and fliat on aec^ount of the poverty of the district tlu 
shares had to be witlidiawn. Is that not tiueP 

.4. — That is only recently due t<» the d<>arth of rain. In the aake of 
the war the j)eoi)le were very nmcb weailtby. 

Q . — What j)ercontnge of yt>ur transactions are in cIum^uchP 
% ^ — About Its. 3d,0()() or 5 per c*<mt. 

^ “To how many people have* you issued cluKjue books F 
.4. — To 15 person «, 

classes of pi'oplc are tliey? 

. — Ptihlk- institutions, private people. w)me vakils and .some me!*chai:d> 

Tod. ^ 

— Do those cheques go to other pei*sons in payment of duos and then^ 
come to yo# for iiaymentP 

A. — No. The other banks or nidbis d<i not bortour our ch(sjiu*s and jirc 
V do tmt .Upnoui' the clieq\u's of those banks or nidhis. ('onMo vatiHin f« still 

.1 i A.. /• 1 4 1 i- ..r ....... -.j: i 




of ass(K‘iiit ion have 


due to aunt to confidenee. Also our urticb 
prtHlude<l us fiom doing such a thing. 

Q . — Then vou luivt* made only just onlv a lM?ginrnng in the use of ihecpiesF 
4.— Yes. 


— So it is not true to say that the eluspie haliit has “ increased wonder- 
fully " in the district us .some one said to us yesterday P 

.4.- No. The increase is apprtK'iahle only as eonqiarwl to what it 
before. 


Q . — People do not give cheques to their creditoi's and shopkoepra in 
payment of dues? 

4 — They give it only to people of known status and identity. 

regard to tlie nidhi of which you are the RetTeiary, could you tel! 
|ne what portion of the profits deelarcnl in 1921) was drawn from |>enal interest? 

.4. — It forms only a fifth part of the total amount of interest which nlo|ie 
is given in the statement. ^ f 

Q . — Do vou think that this proportion will bold good of a g'KKl many 
nidhis? ‘ 

A . — 1 .should think so. 

Q . — Have you had oc*casi n to learn details of the working of the otti«r 
nidhis in this district? 

‘ .1. — Of course I used to compare the activities of the various nidhis. 

Q . — Could you tell me to what cla>i8f5s of people you have «idyaneed these 
loans? Y'ou have only classified the loan.s trom the i>oint of view of the 
securitieeF 

A . — We give jewel loans to most of these agriculturists and also otlfiy 
l>eopki pledge gold, silver, precious stoines and other things. ^ T 

60 
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J j. — What I want to find out in what i>ereentage of the horrowersi are 
ing people, what percentage are agriculturists and so forth? 

A , — The greater part of them are agriculturists; invarinVdy from January 
to March they want money for the payment of kist and they bring jewels 
and take money. At this time of the year there is an influx of jewels. 

Are the jewels ledeemed when they sell their produce? 

. — Yes. That happens usually some time in April or thereabouts. Also 
for performing some marriages and other ceremonies they require their 
jewels and so they re<loetn the jewels that they have pledged. 

Q . — When do the cotton growers sell? 

A.' — Some ti?ne after April or May. 

What proportion do you give to traders? 

AlK>ut 20 ])Oi‘ cent to tlie merchants dealing in grains and other 

things. 

Q — What about pr()fe.s8ion4iI peojile like lawyers and doctors? 

4 — They form about 5 to 10 per cent. They do not much resort to 
borrowing. Onl\ Ooveriunent servants, cleiks and others forju about 10 
to 15 per cent and we lentl money to them on the inontldy payment system 
so that as soon as tbt\v get their pay, they can pay otf their instalment of 
debts. 

Q — What r(‘sci"A'o have you got? 

A . — Nearly a lakh of rnpees. 

Q . — In nhat form does it exist? 

A . — It is mingl(Hl with the ordinary transactions. 

Q , — Hut are the profits only paper j>i-orits or aio tlioy real profits? 

.4.— They iiix’ real profits. 

(} — What bad debts have you, and what piovision have you made? 

.4, — We make a firovision for it year after year. We catalogue these 
things under the heading ‘bad debts’. 

— What securities do yon hold? Do you nof k(*ep youi* reserve fund 
in seeinitios? 

.4. — We do not invest the reserve outside tlie (oiieern. We ratlier hold 
it along with the working capital. 

Q . — Why do you not invest in Government pajier? 

A . — It is because the return is not high enough. 

(j>. — II the securities were more profitable vou would have invested? 

A.— Yes. 

Q . — What tlien is the security for the five lakhs of ru])ees deposited with 
you by tlie public? 

.4. — We have tangible debts on the pledge of jewels and loans on single 
security to the extent of Ils. 2 to ,4 laklis. I’hese are all on on-demand 
j>ro-notes and every month wc go thixiugli tlie list of the ])crsons fi-om whom 
money is due to ns and wc guago the financial status of all the people fo 
whom we have lent nionoy. Wc lend money only to people of sound financial 
standing and status. 

Q — jf there is a sudden call for the funds deposited with you, what wifi 
you do? 

4 — vvill demand the money from those of our customers who have 
Ixirrowed money from us ])ayable on demand. 

0. — What will you do if some of them fail? 

A , — They will not fail and such a contingenc}' has not arisen. 

Q . — Supposing it happens? It has happened beFoi*e in other places and 
in other cases? 

A.^That is why I said I want a reserve bank. 

Q . — Before the reserve bank is founded you must be making some provi- 
sion for keeping your own reserve. What are you doing now? 

A, — About Rs. 2i lakbs we have given as loans on jewels and they are 
easily realizable and also the sliare loans are on tangible security and deposit 
loans are also easily realizable. 
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. — But that will mean delay, will it not? 
. — There may not be much delay. 
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— lb wiittt you b4«y in coiiioriuity with Imiikuig luactiw olbowhoro? 

.1. — We do not conlonn rigully to sueh ruk*b. We kcx'p boiue liquid cioih 
alwHys and hivobt money in the local bankh, the Ijiq>eriul Buiik^ the Di^irici 
Urban Bank or the Madrab Indian Bank. 

Q . — But are you batislicHl that the amount ul cabh you kwp now ui bucli 
bankb is ampler’ 

A , — The difficulty has not presentCHl itselk so iar. 

Q . — You mu>t remember that this is a period ol shnnp now and crashes 
gciicrally hapjwn in such a situation i' 

/I. — It may not happen. 

— But it has happened ui the past and such in.stam*t^s might repeat 
themselves. It such a <‘<intuigency arisi.^ what will ><ni do P 

.1. — We hop€) to ivalize a major |>ortion ol the moneys lent on the tangible 
securities. 

V- — bK> yon think that the aay in a ha h you are l unning your utdlii 
can be considered as ivpieal ol other nidhis in the ilistiielP 
*4.~Yes. 

— Have you Inui oceasion to .stud\ the details o( the other nidhis in this 

town P 

-1. — Yes, [ have studied them. 

— Do >(>u think that they are all running on set tut* and prtiper liiu*sP 
.1. — 1 am not competent to pass any remarks. 

Q.—Avc yon aware ol the tact that many iiitlhis liatl to be wound up 
about lour \t*ats ago," Wliat sateguanl.s ha\t' you taken to a\ert sueli a 
calamity p 

.1. — in the It'nding l)U>im*ss we are very (arelvd ami wt* havt* limitt‘tl our 
business too, 

Q , — Have you any suggestions to make lor tin* luiilding up ol a reserve 
fund lor eA<‘rv iiulhir 

/I. — That IS the sine (/no non. the iiidispeusalile necessity lor each bunk 
to have a iesei\e fund, 

Q . — What do you all(»t lor rcser\e fundP 

.i. — About Hs. odHH) has btH^n set aimrt Irom tin* profits towards the 
reserve amount. 

— Js that provided lor in tin* urtieles of association P 
.1. — It i.s not included in them and tliiit ns the pity of llm winde thing, 

— Your suggest it»ii is that it sjionld Iw ineliukM.1 in the articles of asso- 
ciation P 
A.- Yes. 

Q . — Do you iliink that the law as il slaiids lo-duy sullicieiitly secures the 
interests of the pulilie that dtml with the nidhis P 
A. — Fairly .so. 

(The Chairman resumed liis scat.) 

The (linn man : is there not a provision in your articles ol a.vsoeiation 
that payments will be made on current accounts and for othei' deposits only 
if funds are available P 

A. — There is no .sucli provision. 

Q , — The point ( wish you to clear is this, fn tliese funds tlicie is a 
definite pi'o\ ision that deiiosits can only Ik? u ithdrawn at any moment ami 
this provision refers to what thev call tin* current de|)08its. Is that not 
sop 

A. — There is no deliiiite provision. Bui the current denc^siU (?an be witk- 
draw'ti at any time and for tlie fixed deposits to Ik* withdrawn at least a 
inonth’.s notice should l>e given. 

Q . — Have you no such provision in your own nidhiP 

A.- — Current accounts w. will have to honour on pr<^entati*)n. 

Q . — If you cannot meet a cluHiue drawn on you, you have got to go into 
liquidation. Tliat is what it comes to. Is that not so? 

A. — Yes. But w'e make u provision to meet siicli contingencies. 

Mr, 8h anmukhani Chetti : Do you think that you are hound under your 
articles of association to honour the curi-ent account cheque when it in 
presented ? 

A.^Yeb. W© are on the safeguard to meet current accounta* 



476 


The CUain/uin : Do >ou consider yourself lil)erty to close your doors 
when you think it fit to do i*oF 

A. — No. We aro f>ound to answer the Registrar of Joint>stock Cotnpanios 
too. 

— Have you got your hours of business? 

L— Yes. 

Mr. Thomas : For what period do you reix^ive your deposits? 

A. — For one year and two years. Wo pay at the end of the period. 

M r. Ma r i ca / r : At what r a te 

A. — 0 per cent. 

The Chairman : la your balance sheet at the 30th of June there is a 
cash balance of Jls. 55, (XK). How is it that special efforts were made to 
oollect the dues at the end of the year? 

A. — Jrivariably tlie inontlis of May and June are dull seasons. So all 
the money tliat is lent comes in. 

Q. — C.’asii balance lls. 55,0(K) is a big balance. Do you keep such balauc'es 
all the year round? 

A. — We do not have it all the year round. 

Q. — Do you follow the same financial year as the co-operative department? 

.l.~Yes. ‘ , 

Mr. (JojMtla Menoti : Do you think that the checpie habit has not increased 
in this district? 

A. — After the war people have begun to use cheques moie freely. 

Q. — But it has not become popular, f pi'esume? 

A . — After the removal of the stamp duty on the che(pies it has been mado 
more popular and Tamil (•htM:|ues are being used. 

Q. — Are vou issuing vernacular cheques? 

A. --Yes. 

Q . — Have you got any suggestions to make to popularize the issuing of 
more cheques? 

A. — The lmi)ei’ial Bunk also should make it a point to take and issue in 
its branches vernacular cheques. The Imperial Bank should issue vernacular 
cheque books to its clients. 

Q . — Do you think that if chert ues are issued on the Imperial Bank for 
payment of Government salary and cashable at the treasuries, will there be 
bettor circulation of cheques? 

A . — As it is the Imperial Bank is able to pay only on the encashmen^of 
cheques. 

Q . — There are certain placOvS whore you have got treasuries but there are 
no branches of the Imperial Bank, Treasuries aix) not cashing cheques issued 
by the fmperial Bank say for the purpose of salary and other things. Do 
you think tliat if such u thing is developed cheque habit will receive further 
stimulus ? 

.4. — Surely it will add further stimulus. People have now to wait for 
a long time to cash their cheques. There should he expedition in the encash- 
ment of cheques. 

" Q . — But vvliat about the hanks’ responsibility to see that eiidorsoinents 
are in order? 

A. — It is the banks’ duty to see carefully passing order in cheques. Tn 
the case of hearer cheque the responsibility lies on the drawer. 

Q . — But w ith regard to order cheques if endorsements are made in verna- 
cular the hanker takes the responsibility. Then special men liave to l>e 
appointed in each bank to scrutinize these signatures and assure their iden- 
tity, legibility and genuineness. Do you think that it is easy to get over 
this difficulty? 

A. — Special functionaries must bo appointed. There will be only about 
fifty clients whose names will l>e marked. Any functionary can identify 
their signatures. 

The Chairman : Do you think that the signatui'e in Tamil w'ould be less 
easy to decipher or identify than in English? 

A - — I think so. The Tamil expert can very easily decipher. 



477 

Q, — la it cubtoiiiar}' in Tamil us it i$ in English to huvo tho samo writiiiU 
on itP ^ 

ii* — It is always so. With regard to the writing they give eornn’t cudurMs 
ments on the hack. 

Q . — Vernacular signatures are of invariahle uniformity ? 

/I .—It is the chief obstacle. Some of them do not put the >anio initials, 
I would suggest that the name of the father of the executor and the 
designation of the druwtse should Ik? specifically made on the other leal, 

Mr. GojHila Men4m : In that way you realiac; there is some difficulty fur 
iiidhis and hankers if I'antil cheques are to go to tlio Imperial Bunk or any 
other bankP 

A . — Indian hank does not find much difficulty and Tamil i luiiucs arc iiasscni 
freely. 

Q.—Aro they not taking a great risk in paying Uk- hearer tlifspics cii vluch 
theie i,s a special endorsements 

A . — The rtsiiouMbU it If is (ji enter. Experts aiy? u|)poiiited to sciutiniiiC’ 
these signatures. 

Q - — 1 wish to know whctliei clusjues drawn liy the eo <»perati\'e ciiilral 
hank on the luioerial Hunk is cashed in any of the tieasunc»sp 
-1. — It is chsIkhI in the Imperial Bank. 

Q . — Suiipose it is allowed to Ik' cu.shed in the treasuries. i)u you think 
tlicn that cheque liahit could further Im den eloped p 

<1.— [ji plaws where there aie not hranches thrs syst?ju tsuild he t»ied. 

Q . — Will tliere he any great risk? 

1.— Ol coui'se the n'veiiue authorities eoncenu'd will surely exerciM‘ a 
judicious control and sci utinizc the cheques )>efuie they are encashed. I don’t 
think that there is any risk. 

Q. — Do you like to put tlie respoiisihilitv on tlie passnig oflieer in u l»ankP 
.1. — There will he no diflieulty in the treasury to find out the identity of 
persons wlio are presenting cheques for oneushnient. 

(jh- -Suppose salaries above Us. are paid in cheipics. Would that 
develop tins system of che<iue habit P 

.1 . — Yes; all of them may dej>osit hnt may draw it as tin* demand urisew. 
Mon who are drawing aliout Us. l(Kf aiv hartlly ul>le to meet both ends. 1 do 
not think there will lie any halunce to lay by. 

idea i.s I want to create u bunking halut amongst these people, 
^^en if a man gets Bs. 1<X) could he not put the amount in a hunk and 
operate upon itP 

A. — Of course he can; but he will have to draw it liefore tin? end of the 
week. 

y.-— Do you think that in that way we can create a clie(|Ue habit P 

A.—Ym: 

Q , — Don t you think that by the issuing of postal cash certificates tho 
hankers have been seriously alFeetedP 

A. — Only the poor ryots and labourers go in for postal cash certifieates. 
The Imperial Bank and the joint-stock hanks are not least affected. 

— Do 3 'ou know' the idea or the purpose w ith which the (losfal cu*ii 
certificato.s were introduced? 

A . — To induce thrift, prudence and parsimony among the Iubouret*s. 

Q . — Does it not also encourage hanking facilities where there are none 
available now P 

vi. — Yes. It is increasing. Not only the poor labourers liut even the 
middle class men invest their money in postal cash certif'cates. 

Q , — ^Have you got any suggestions to make it still more popular? 

^ — The period should i.r reduced from five to three years. 

Q , — You say that banks can undertake to sell i>ostal cash certificates and 
also Government securities. Do you think that you can further popularise 
Government securities? Of course Government promis»or>' notes can hi* 
directly purchased from the Government treasury. Are you correct in that 
statement P 

A. — I was under that uiiprc*ssioii. I am open to correction. 
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Q . — Do you tbiuk that it could 1>© made more |>opuiar? 

d . — Yes ; by creating confidence in the minds ot the poor ryotb. 

Q - — What is the lowest denomination for the Government paper now? 

A . — It is Rs. 100. 

Q . — Suppose the treasuries are allowed to sell these, will many people buy 
thisi^ 

A. — The deiioiiiinatioii sliould l>e lowered to 25 and iimltiples of 25. 

(J . — Do you tliink that we can thou make the investment in other Govern- 
liiont securities more popular r' 

;4.— Yes. 

(J . — Do you think that people in the villages would invest in these securi- 
ties at the present rate oi interest? 

A. — The lute ot interest should l>e on a par witli the postal cash certi- 
ficates. 

Q . — Suppose tlie lower denomination is made transferable, will ilicro Ix) an 
increase in the sale? 

A. — Transfer should lie made very easy. 

Q . — Can you think of any way by which the postal cash certificates can 
be made more iiopular? 

A. — 7'he year ot rodemiition should be reducod and the rate of interest 
if possible shouhl be raised a little higher on a jiar with the rate of interest 
paid hy the co-operative hunk or Imperial Bank on the deiK)siti. 

(^.~-Is it jjossible to make iiiat casliablo at any time without less of reason- 
tthlo interest? 

A. — it is not possible. 

Q . — In regjuxl to a question put by Pixitessor Tlunuas you told him tliut 
there is some difficulty for tiie indigenous bankers in rediscounting their 
huudis. What prevents them fi*om rediscounting the hundis at the present 
day ? 

A. — The dilheuliy is that they are not accredited. 7’liey do not puss on 
with much credit. The p<H)ple have a good deal of misgiving. Hundis should 
l>o made negotiable on a par with the demand drafts. The rate of interest 
should be reduced. 

Q . — Your idea is that the rate of interest should be leduced by legislation? 

A. — Certainly. 

Q . — fs it possible to reduce tlie rate of interest in the country by a legisla- 
tion ? 

A, — Weekly or fortnightly information should be published alx)ut the rates. 

Q , — Do you not think that it is a difficult matter? 

A. — The imperial Bunk does not find it difficult. 

Q . — Do you not think that it i.s only hy competition that the rate of inter- 
est can he brought down ? 

A. --Yes. 

Q . — Do you not think tliat the whole question of organization of the monej^ 
market is the crux of the lower rate of discounting rates? 

A. — Yes. We will be able to organize the money market and discount 
bills and do a large volume of business. The people withdraw their money 
on account of the glamour of interest. 

Q. — Does it not in any way affect with the furtherance of commerce, 
industry or trade? 

A , — That is only temporary. It ivS only during the slack season that there 
is surplus of money because of the offer of high rate of interest. 

Q . — You say that on account of the banks’ failures in 1913 and on 
account of the disastrous effects produced thereby merchants have draw^n 
lessons. Can you give us the number of failures of the banks as far as you 
know* since 1913 in this pi'esideucy? 

A, — In this presidency few banks have failed. 

Q, — Whicli are they? 

A , — One of the banks in this to'wn. It is due to want of management. 
It is only a nidlii. 
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Q . — Any other joint-stock bank? 

A . — Only some faihires in Punjab. Many industrie^s wore starteil thixnigh- 
ont India. The Tata Industrial Hank uhioh was staittnl for puiT'ly industrial 
purposes had to ainalgamattHl with the Centra! Bank of India. 

O. — You canuot tell us of anv bank in this presidencv? 

A.— No. 

O. — Failures of anv indigenous bankers? 

A No. 

Q . — You have referred to the hoarding in gold and jewellery to the extent 
of forty crores of rupees in India? 

A.— Yes. 

Q , — You want these to be diverte<l into substantial investments. How 
can we do that? 

.4. — Invest them in industrial banks. 

<?- — You say tliis money should be invested in industrial concerns. Of 
course it is a very good thing. How to get it done? 

A. — It is a cardinal thing. Only by mass education and female eduration, 

Q . — Do you not think that the co-operative department should attack the 
boarding to sonie extent? 

A.~~Yes. 

S . — Don’t you think that if increased banking facilities aiv given we 
, t be able to attack this hoarding pracfi<‘e? 

A , — There may Iw scope for (he smaller depositors. 

Q . — Is it due to want of sui table form of invc'.stinent in the (Oiintry (hat 
p€H)ple are taking to inve^sttnent in jewellery? 

\ — Want of proper institutions for rewiving the deposits ami the want 
of eonfuleiu'e. 


(The witness tijcn withdrew.) 
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Thnraday, 0tli Febraary 1930 
COIMBATOBIB. 


P R K fl K N T : 

Mr. H. M. Hood, f.C.S. (Chairman). 

Mr. P. J. Thomas, m.a., b.ijtt., ph.d. 

Mr. C. OoPALA Menon, m.l.c. 

Khan Pahndtir V. Hamekd ^i ltan MARif Ain Bahib Bahadur. 


M.R.Ry. B. MUTHUKUMARASWAMI MBDALIYAR Awgal, 
Proprietor, K.R.V Preeg, Raja Street, Ooimbatore. 


. Oral evidence. 

Thf ( halnnan : Well, Mr. Mnthuknmnrnswnmi Mndnliyar, I understand 
that you have oonsidorahlo exporionco of these nidhis? 

A. — Yes. 

0. — Can you fell me whetluM- yon know any tiling about the nidliis in 
MacirnsP 

A . — T do not know. 

(?. — How are tlio nidhis run ho?‘e? People wlio ivant to l>ecomo members 
join together P 
Yes. 

-They contribute what vou call share capital? 

I .—Yes.' 

Q . — They pay Its. 2 per month for one .share? 

A . — There are two such banks of that kind. 

Q . — Is that the common form? 

A.— No. 

-What is the common form? 

-Share money is paid. 

0. — What is tile amount? 

A . — There are sJiares of Rs. 100. 50 and 25. 

-Paid in lump? 

L-Yes. 


f: 


f: 


t 

e- 
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-Can they borrow again.st their share capital? 
-Yes. 


-Can they withdraw it? 

-It cannot Ik^ withdrawn. 

-Can it he transferred? 

-Yes ; it is trunsferahlo. 

0 . — Monthly share? 

A.— There are only two such companies which are without registration 
under the Companies Act. 

}. — How do these nidhis differ from any other bank? 

-There is no difference. 

O , — You are connected with several of the nidhis? 

A. — I am connected with Janopakara Nidhi, Ltd., Dravya Sahava Nidhi, 
Varthagasangam Nidhi, the City Bank, the Town Bank' and the Ary^an 


t 
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}. — I take it vou are a member of many nidhis? 

I .—Yea. 

n — What is tlie objiH't of tbe«e nidbis? 

A. — To i-eceive depoaiU, to advance loans on jewels and to help i>eoplo 
to grant loans and to giro money on pro-notes. 

Q . — You do not take any interest to know for what jiurposo the loan is 
raised ? 

A. — No. We do not enter into the C|ueatioii at ail. 

Q . — The main object of your nidhi is to run it in the interest of tho 
promoters? 

/I. — It is for public good. 

Q . — Do you think that these nidhis differ materiuUy from any other form 
of joint-stock hunk P 

A . — There is no difference. 

— Ts there any particular reason why it should l>e luought under a 
special legislation? 

.4. — There is no justification for any sp<^rial legislation. 

Q , — Do vou consider it lus^essarv or desirable U> (Hvnfrol these nidhis? 

A.— No.* 

— You do not think that it is desirable that there should ho any further 
control by the Government beyond what is at jiresent j>rovided by the Com- 
panies Act? 

4 — 74m nidhis may 1 m‘ eomptdled to de|)o.sit their reserve funds In some 
other hank. Now the reserve is being utiliittMl as woiking capital with a 
view to earn interest. 

(J . — What about audit? 

.4. — Our accounts are being jiroperly auditwl now. 

Q. — You consider that salisfactoi y ? 

.4.^ — It is done satisfactorily, 

Q . — You do not think that there is any need for control eit.her by Govern- 
ment 01 anybody else? 

.1. — No need. 

Q . — Is there any other dirwtion in which you think there ought to l>e 
conti'oi over the nidhis 

A .- — Only with regard to the reservt* fund. 

Afr. Thfnndfi: Yovi told the Chairman that the audit now l>eing j)or- 
foniied is quite satisfactorily, Have y(ju liciud d dt'talcat ions in 
nidhis ? 

A. — Yes, there are some litigations going on iioa regarding that. 

Q . — Are there not certain cases pending in the courts? 

.4 . — Yes. 

Q — Was there any complaint from the auditors before the loss of mon<‘y 
was ret‘Overed? 

.4. — It was as a* result of the audit tliat the case of defahation w'as found 
out and the case lodged. 
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-But the defalcation did not happen all on a sudden? 

-It was as a result of the audit that the defalcation was found out. 


Q . — How do you keep your reserve fund? 

.4. — I employ it as working capital. 

Q — I, there any rule of keeping a certain iiropoflion of the profita as 
reserv’e fund? 

,4. — Only in the Town Bank, and in others tliere is no rule. 

Q. — Why not place your oserve fund in the Imii)©rial Bank or some 
other secure institution ? 

A.’ — The rate of interest given by them is not much. 

Q — You said that the reserve fund should V>e put in some other bank 
and you yourself are not doing it. Before legislation conq>els you, why 
not do it? 

A , — In the Imperial Bank there is no interest. 
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Q . — If you lend out all your money and there is unexpectedly a demand 
for money how will you meet it? 

A . — It is for that that 1 wanted that legislation. 

Q , — In the whole of Kngland there are only five big banks with numerous 
branches, but here in the town of Coimbatore there are about 80 to 100 
banks. How is it so? 

A . — To jirovido employment for relations and friends. 

The Chairman : He who w'anis a seoretar>'’s post starts a bank? 

.4 .—Yes. 

Qr — l>o<*s the same apply to c‘ 0 -operative societies? 

A.- -I do not know. 

Mr. Thoinns : May 1 toll you that in England there wore formerly many 
thousands of banks and on account of the competition and loss resulting 
from that they have amalgamated the different banks into five large bank- 
ing institutions and they are each most solid foundations to-day. Wotil<l 
it not 1)0 to the advantage of all concerned if your nidhis in Coimbatore 
combine in tlu) same manner. You are director of six nidliis. Why don’t 
you exert your influence in that direction? 

A . — There is no union. 


-Do you come from the mufassal or from the towm P 
. — I am a resident of the town. 


Q , — Loans are given on the security of shares? What proportion of the 
share value is so given? 

A . — 75, 80 and 90 per cent of the share amount are paid n.s advances. 
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— What percentage of the share-holders thus borrow? 

— 40 per cent of the share-holders on the average. 

— What is the rate of interest? 

— 7L 9 and 10 J per cent. 

— Why the difference? 

— The difference is due to different rates in different hanks. 

— Are von a landholder P 
— Yos. 


Where? 

A . — In the Coimbatore town, Anamalnis and in Gohicliettipalayam. 

O . — Do you own cotton lands? 

A . — All the lands have been let on huthagai. On some of the lands the 
tenant cultivates cotton. 


. — Do YOU lend to vour tenants? 

.—No. ‘ 

. — Do you lend in Coimbatore tow n ? 

I keej) iny money as deposit in the hanks. 

Don’t you lend to any one then? 

T lend in the villages. 

. — Is any part of the money you lend borrow etl from 'the nidhis? 
No. 


. — Have you raised loans on share capital? 

. — Sometimes I do. 

(*.“Can you not take loans from the nidliis at 71 ]»er cent and lend to 
the villagers at 9 or 12 per cent and thus do good busines.s? 

4 -1 do not do that, 1 keep my money in the ^)aiik at 7^ ptr ctnit 

interest. 

Q . — How do the shop-keepers here get loans? 

A. — From Saits and Marwans. 

Q. — How' many Marwaris are there? 

1 .— 10 or 15. 


Q ~ Wlmt are tiie rates of interest on small Joans given hy them? 
A. — 9, lOi and 12 per cent. 

5 . — Is the Marwari rate of interest so low? 

. — That is the rate they charge. 



483 


S 


. — Does the custom of deducting the interest in advance prevail hei'eP 
—No. 


'tistomcrN lor loans 


O. — Do tlie directors Npoc'ially ro<^>iniiieiul 
and in return receive some mamool from them.^ 

A.— No. 

Q , — Is it not true that the .sec^retary sends tlie nppiiiatiuii lor loans to 
the director who is interestc<l in the man sind then that director writes 
* yes ’ and it passes round without much opposition" 

A. — Yes, that practice is going on, 

- How much of had debts are tonti iw UhI in tlie nidhis? 

“You can find out from the halun<‘e sheet. 


f 


-Do the directors get money at some raWs »>!' inUncsst as t>tliei\sj^ 
No, there is no concessional rate of intert'st for them. 


Q. -liow do they dis|>ose of unclaimed jewels pawned to the i ull'is-' 
A . — ^Wo put it in auction after throe months. 


t 


-If thei'C is a balance after paying the whole debtP 
-It is sent to the owner. 


(The witness then withdrew.) 
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Friday, 7th February 1030. 

COIJOBATOBE. 

Present : 

Ml*. H. \f. H(K)I), l.C.8. ( Chuinnan ), 

Mr. P. J. TH 03 fA.S, M.A., B.LITT., FH.D. 

Mr. C. Gopala Mbnon, m.l.c. 

Mr. M. A. Mt’THiAH Chettiyar, b a. 

Khun Hahadur V. Haaiekd Sitltan Maricair Sahib Bahadur. 

Mr. R. K. Shanmikham (hettiyar, b.a., b.l.> Member, Indian Central 
lUinling Enquirif (Uimmittee. 

M.R.Ry. V, SWAMINATHA AYYAR Avargal, B.A., Deputy Regis- 
trar of Co operative Societies, Coimbatore. 


Oral evidence.* 

^ The ('hainnan : Mr. Swaiuinalha Ayyar, you are tlie Deputy Registrar 
here ? 

A.— Yes. 

Q , — Wiiat a}n)ut tlu‘ eo-opcrative societies, are tliey fmanciug agriculture 
to any material extent P 

A . — Most of them are financing. 

().— How many societies liave you got in the district? 

4 — (5; JQ soc i e t i es . 

Q , — Agricultural societies P 
A.— About 5()0. 

— That is about one for e^erv three villages? 

L— Yes. 

Q — Wiint are they lending money for? 

A. — Mairdy for their annual expenses for tlieir family, some for dis- 
ehargo of prior debts luul a third of it for cultivation expenses. 

Q , — Onlv a thiid for cultivation expenses? 

.4.— Yes'. 

Q . — Do they get enough in the village.s for eultivation expenses? Do 
they get all the money for cultivation expenses from the co-operative socie- 
ties or do they borrow from elsewhere? 

A. — They borrow from elsewhere. 

O.—Why? 

A. — At times in ceitairi societies the facilities offered are not sufficient. 
The panchayatdars do not take .sufficient iiiterest and loans are not readily 
availnlile. On account of this indifference of the panchaj^atdai's * loans are 
not given promptly. 

0 , — How long does it take to get a loan? 

A , — Six weeks to two months. 

-fs that of any use for cultivation expenses? 

-Tht> money must be made available if possible within three weeks. 

Have you tried it? 

^ A. — We tried it in alwiut 20 societies and have succeeded in giving tlje 

loans witiiin three weeks. 


For written evidence, vide pages 1230 to 1232, vol. III. 
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Q. — How? 

, 4 . — A spec'ial inspintor was put in <har)it' t»t that ami lu' tvKtk tln» uni«»n 
soci'etary along witli him to the swiety ami tho poo[>lo woro usktxi to pro* 
pare the loan application, or in Mtmc ciwie-s loan applications aero niado 
on their l>ehalt hy the inspector or the supervisor, it was immediately taken 
to the union and sanction ohtained. Thus money was ohlained in three 
weeks. 

0. — Is that of any use? 

A. — That is sufficient. 

Q. — If a man wants Rs. 15 for manuring his land alter tlic ruins can he 
wait three weeks? 

.4. — But he applies earlier. 

-Does he? 

-But he has made the application three wivks la'fort' tho money is 
wanted. 

Q . — When they get the mone> il<» tln*\ diaw the whole of it at once? 

A. — Of eourso it was nrrangeil tlial Hs. ‘Jo was to he given for one acre 
and Bs. 10 of it was paid imnaMlialely and tlu' rivst aflerwanls. 

Q. — ])o they need this Bs. 10 
.4, — Foj‘ garden lands they nec'd it. 

“Nono ul them had sums of their own? 

-This year money was gnmi to all i»l tln'tn on the condition tliat the 
cotton raised should l)e handed over to the 'riiupimr Cotton Sale Kixiety. 

A bond to that effia-t was taken from llnnn. 

Mr. Mrmm: We iiave h<‘en told during the past lew wivks that 

several oi the ('()-(jperativ(' ami primary are not working well. Do 

>ou think all thest‘ soiit'tnvs ari'' widl direeleil nn(h*r l.onorarv non-offieiaik 
management or do you think tiiat the s(Kieties will work hettei- when thiyy 
have full-time paid oflieers. What is \onr ojunioii? 

/!.— We want full-time paid ollhsMs. 

Q .- — Is it your opinion that the non-ofheial inanagmiient has laeki'd in the 
past, I do not mean w ith ri^gard to directors, I mmin with r4*gard to seere- 
laries and treasurers and otliers who may he working sohOy at it hut wlm 
are honoraiy ofliceisr 

A . — While some of tliem are good enough most of them are had. 

Q . — So is it your oj)inion that the time has reaehefl w Inm it should lie 
woiked hy full timed well paid staff? 

4 — is absolutely necessary. 

Mr. Thomas: Is it true of jiriiiuiry soideties as well? 

A. — For primaiy societies also wt‘ want paid seerel a ries. 

Mr. (U)fMila Mi’hon: You referred to co-operative marketing <»rg5inisii- 
tioiis in your memorandum. What are your sugge.slions for improving the 
co-operative societies for marketing purpos^vs? 

4 — must he a 1(^11 tiading society, inxessarily owning a ginning 
fac*toi*y, and must jirovide the luxx'ssary facilities to the iirixlueei- to make 
the produce marketahle, viz., ginning and crushing, godowns oi- sorting the 
produce and selling his produce in hulk with the produce of his eo-memhers. 
These are my suggestions. 

Q . — Witli regard to ii naming you say that these (Uganisatioiis could he 
brought under the State Aid to Industries Act? 

A . — 1 know' at jirescnt it dex's not come under that Act tnit J suggi'st 
that the Act he liberalised for that purjm.se. 

Q . — Marketing is only with regard to raw materials ; hut this Act is 
intended for manufactures. Do you w'ani it to he brought under the same 
Act? 

.4. — Yes. I have suggested three alleinatives, the Imperial Bank of 

India, the Beserve Bank of India, or the State-Aid to Imlu.stries Act, 

Q . — You know the funetions of a Beseiwe Bank, The eomjilaint now i« 
that a bank like the TinjKwial Bank which is cuiisidered to he the hank in 
plat'e of the State Bank have mixed up <ommercial business with the busi- 
ness of a bankers’ bank, and therefore it has failed in its functions. So 
when, a reserve hank is established it should have nothing to do wdth the 
marketing ; it should entirely !>e a hankei-s’ hank? 

A. — My idea is this, the present district urban hank and the cenirffl bank 
are not the prox^er agencies for financing these trading bocietiea. 
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O.-Wiy? . , . . 

A , — Banking and trading are two different things. If the trading socie- 
ties are to suroood it must f>e Tnaiiage<l by pei’sons who know something of 
trading. As it is the central bank executive is very chary to finance them 
to the extent they jofiuire. 

Q . — Before going into that may I know wliat is your opinion with I'egard 
to the societies that urc^ already working, whether they have fulfilled the 
purposes for wliidi they have i)een started P Have they performed their 
legitimate functions l>efore they can l)e entrusted with other work and widen 
their activities? 

A. — I may roughly say tliat they have done about a third of our expec- 
tations. 

Q . — This committee is required to find out tlie ways and means of meeting 
agricultural credit finance. What is the method by which we can bring 
that into existence? 

A. — I should like to make one suggestion and that is that all tlie district 
urban hanks (Co-operative Central Bank) should have a branch at every 
taluk centre. 

Q. -In addition to tliul at the headquarters.® 

A.— Yes. 

Q. — III what way can you tackle the rural ('redit pruhlein? iiow' many 
villages arc there in the (-oiiuhatore district? 

A.— M on^ than one thousand. 

n — What is the cultivation expenses required for one acre of arable land 
111 tlii.s district? 

A. — It varies but I can say Its, 10 on the average, and Rs. 5 in the case 
of rain-fed cotton land. 

Q , — So the total acreage ol hinds in the district multiplied by Rs. 10 wuH 
be maximum amount required for cultivation expenses. Co-operative socie- 
ties liuve been started to liuanco the lyots to this extent. Is that not? 

A , — Yes. 

0. — Have the co-operative societies fulfilled that function? 

A. — Not yet, 

(). — 111 order to tackle this jirohlem we have to find out an agency either 
in the sliajie of co-ojierativ e credit societies or other finaneial institutions 
say hranchos of some hanks to go and work in the villages? 

Yes. 

Q . — Before tackling the proliloni of supt)lying rural credit finance to the 
villages do you think that co-operative societies should undertake W'ork in 
other directions? 

.1, — J want one society in every village to undertake agricultural fiuam’e. 

Q — Befoie achieving that oliject do you tliiiik that co-operative societies 
sliould tackle marketing and other avenues of w ork P 

A.— -1 have said that for marketing there should be separate societies on 
u limited liability’ basis. 

Q. — Do you think that co-operative deiiartmeiit can find enough officers 
to attend to the kinds of work? 

A . — 1 do not see why they cannot. 

Q. — So the position now' is that people in tliese villages have not taken 
steps to start tliis work because of insufficient propaganda? 

A, — Yes, there is need for more propaganda. 

O. — Should this be done by the officials or non-officials? 

A. — What after all can the officials do in the matter. 

0 , — So it is the lack of enterprise on the part of the non-officials? 

A . — Enlightened public opinion in the matter. 

(b— How are we going to tackle the problem? 

A.- -Some expeiA assistants may he got from the department. Unless 
co-operative societies aie started in each village it is not iHxssihle, as things 
stand at ]>resent, to fiiiaiico rural credit. The habit of banking must be 
ingrained before tliey attempt at bigger things. 

Mr. Thomas: You have in this district about 500 co-operative societies? 
A.— Yes, 



487 


Q , — Can you me in which of thc^^c villajjos societioN work side t>y 

fcid© with nidhisP 

A.— No, 

Q. — In some small towns do they work side hy side*^ 

A. — Ye«, but not in many. The nidliis are mostly at tlu' hejuhjxiartei's. 

Q , — Is there no competition ladween them either for deposits or for 
granting loans? 

A. — In the villages there are no deposits. It is only for granting loans 
that there is rivalry and even thexe those who are not memlvers of the 
eo-operative societies go to the nidhis, 

Q . — Not otherwise? 

A. — No, not otherwise. 

Q . — Have you any idea as to Uie total deposits in tlie co-opoiative socie- 
tie.s in the whole district? 

A, — Do yon want me to include the deposits in i^irntral hanks also? 

Q. — Yes. 

A. — In the district banks it is Rs, 28 lakhs, in the ixgricnh nrni so('ieti<'s 
Rs. 3d. 000 and in the non-agricultnral societies Rs. 20 lakhs. In all ahont 
Rs. 50 lakhs. 

Q. — Could you tell me at what .season of the year do agriculturists want 
money ? 

A. — Fii’st during the time of (ailtivation ami secondly din ing the lime of 
Icists ami after harvest. For eeiemonies, marriages ami vai ions other things 
they want money, hut that does not apply to any partii'ular month ; it will 
l>e spread over the whole of the y<‘ar. 

Q — You say tliat iinimaliately afttu’ th<» liaivest tlu'ie is a great d<»mand,^ 
in the inonev wliicli makes the agri<‘ulturiKi sell the produce at any price, 
without holding it up for a favourahle market? 

A . — Yes. 

Q . — Can you suggest any means hy which this (humind of mom‘y and the 
eonsexiuent underselling of the produce could la' avertiMl? 

A. — All that tin* (ultivator could do is to get his prodme to any 
(;o-operative sale sociedv ami get advance on tlu' pledge oi tin; produce and 
wait for a favourable market to sell it again. Hut those soiioties are only 
few. 

Q. — Could the village primary societies in the city undertake* marketing 
in any w ay ? 

Ar — They do not undertake tluit work and they cannot. 

Q . — Do you not think that uiile.ss the (*()-oi>ernt ive agc'm v does both the 
lending and marketing no real or substantial lielp could he given to agri> 
c uitu l ists P 

A. — Yes. 

Q ,- — What is the extent of o])oration of t)io eo( ton market at Tiruppur? 

A. — I think last year transaetions to the* extent of nearly 8 lakhs were 
done. 

Q , — What class of ryots come under this trading sociidy? 

A. — Last year some merchants also came to tlie business, hut since last 
year xve have taken step.s to see that ryots alone an* lH*ing admitted, 

O. — Does the scK-iety own any godow n ? 

A. — The society had rented godowns to the extent of Rs. 2,01)0 for the 
year, but this year it has constructed godowuis cif its oxvn. 


t 


-Have they got any special staff for spinning and ginning? 
-They are being employed for ginning. 


Q . — To 'xvhom does the c<> operative society sell it.H goods? 

A. — It sells it to the big merchants and the mills without any middle- 
men. Sometimes the kapas are, sold to tlie merchants Uto. Tf»e society 
does all sorts of business and w'e have no concern in it. 

O , — Have they any expert to judge about these things? 

A. — Excepting the manager who is an inspector deputed to the work 
by Gt^vernment this year, others are not experts in the business. 



4S8 


Q . — Has he any commercial training? 

A. — No, he ha« no commercial training, but he has been doing non* 
credit work for the last two years. Govemment have lent his services. 

Q. — Is there sufficient co-ordination in this district between the Agri- 
cultural Department and Co-operative Department? Do you get any help 
from the Agricultural departmental offic-ers in carrying out co-operative 
activities ? 

A. — Bofnetim<?s the demonstrators attend the meetings of unions, l>eyond 
that there is nothing. 

Q . — Have you found any kind of inconveniences arising out of lack of 
co-ordination between th(*s(‘ two agefu*i<"s? 

A. — The point is that when the ryot wants the Agricultural Department 
he goes over there and when he wants any help from the Co-operative Depart- 
ment he comes over here. Therefoie there is no question of lack of 
co-ordination. 

Q. — Do you agree that in order to improve the eondition of the rural 
population lad tcM- )}usiness and therefore bettor marketing are . absolutely 

nocessary? The improvement of agriculture by itself may not often improve 

the agricnitiirist. Therefore witliont the proper co-ordination of the two 
departments, how can yon expect any rural uplift? What do you think *is 
the proper agency tor affording proper marketing facilities? 

A. — Thes<‘ are absolutely necessary and must b(' don(‘ liy the Co-operative 
department. 

(). — To carry out such work effectively, much i)ropaganda work has got 

to be done. Do yon think that co-operative agency is sufficient to perforin 

that task successfullv P 

.4.— Yes. 

Q . — Are any impediments at present in the way of the Co-operative 
department carrying out siicli work? 

A . — We cannot say there are inifiediments. 1 am not (piite sure the 
Agri<'ultural de))a limcnt is very anxious or earnest in s))ieading tlio know- 
ledge through tlie co-opeiative societias. 

Q . — Have tbc\v got tlieii- own agency to do that woi k ? 

A . — They liave got tlieii’ own demonstrators. 

Q , — As a co-operative officei' liave you felt the need for greater co-ordina- 
tion and co-operation of ilu‘ ac'tivities of Government in regard to the 
improvement of the cultivator, T moan, making him do hotter business, and 
thercdiy get better return for bis crops? 

.4 .—Each of us is attending to our own business in our own way. 

(?, — I think you liave told the cliairman that to meet the ryots’ culti- 
vation expenses you liave been giving them loans at the rate of Rs. 10 per 
acre at tlie first instance. Are you sure tliat the ryots are making use of 
that money for raising the cro]) ? 

A , — I nm not sure. In fact we have got an estimate also of the result of 
the money given to tliem as to how much crop is likely to be raised, etc. 

Q . — You say therefore that there is not much fear of their diverting their 
money to other purposes? 

A. — This year we were very particular about that. 

Q . — \^Tiat is the state of overdues in tliis district? 

A . — Not much, except in erne area where the season has been disappoint- 
ing for the last two or three years. 

0 , — What is the proportion of your long and short term loans? 

A. — One-fourth of the loans are given as short-term loans and three- 
foiu;ths as long-term. 

Q, — How long have you been in the service of the Co-operative depart- 
ment ? 

A. — In th is district I have been working as the Deputy Registrar for the 
past two and a half j^ears and as a District Labour oflSeer in the Tanjore 
district, I had done co-operative work for three years in the Labour depart- 
ment. 

(?. — Is the Usurious Money-lendei's Act very effective in this district? 

*4, — I have no knowledge. 
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Q.— Have vou been able te make enquiries iute the indeM^nlness of the 
ryots in this district in the course of your co-oi>erative activities V Can you 
also tell me how the ryot« get themselves iiidebteil? 

A. — Xo. The reason is that most of the rvots do not incpare their 
receipts and expenditure on various items and they do not mind (o tell ns 
the amount they spend on marriages, t'eremonies, etc. 

Q . — What percentage of the total lK>rrowings do tliev rtx|uirc for < iilti- 
ration expenses and how much of it is met by the Civoperative department 
in this districts 

.4.- — One-third of the short-tprni loans now given by the ct)-op<‘ru( ivc 
societies to tlie ryots may he taken as the rougli proportion for agrit iilt ural 
exi>en.ses. 

Q . — Has that l)een lately increasing? 

A. — Yes, suhstantially. 

Q . — You speak of the inordinate delavs in the grant of loans under the 
Land Improvements Act. Have you had any cxpcriciKc of that - 

.4.' — 1 have seen a lot of cases myself in Tanjorc. 

Q.—Jh it your opinion that ryots get loans mucli quicker from <‘(eo|>»‘ruf ive 
societies, than from the Revenue department under tlie Land I morovements 
Act ? 

'4.— I have no experience of that in this district. Hut I know-how it 
works in Tanjore? 

O . — What is the usual period needed for n ryot obtaining takavi loans? 

A. — 1 have no idea about that. 

<?. — T suppose tho weaver s(K*icties also come under vom sinau v ision r 

A.— Yes. 

Q. — How’ many societies are there in this district? 

A. — About five or six in all this year. 

Q . — Where are they? 

A. — Two societies are at Hhavani, one at Kollegal, and the rest at Mjirin- 
iiallur and elsewhere. 

0.--Are they both doing both credit and marketing businc'ssP 

A. — All excx'pt lihavani are confined to cre<lit activities onl>. No pro- 
vision has been made for marketing. 

Q , — Are they working well? 

A . — Th€»y are not functioning well, liecause the weavius aie a set ef 
hopeless men. Tliey sjicnd all their money, iH‘ver c‘aro about ibcir firofits 
and it is difficult to deal with them. ^ 

Q. — How are they marketing their i)rcKluct8 now? 

A. -^During seasons they lake their jiroduct to the shandy and sell it 
there. Sometimes they sell it to tlie hig merchants here 

Q . — Could not you put more money into the jiockets of the vveavcis by 
organizing marketing by means of the co-operative agency? 

.4. — I have no faith, if anything could be done in that dircftion. 

Q . — Could not you educate them to do things lietter? 

A. — Tliat may l>e done, but it will take a very long time, 

. — Has there been no improvements? 

. — I do not see any sign of their improvement. 

Q . — Have sufficient efforts been made In that direction? 

A. — It is said that the efforts of all societies have failed. 

Q. — jjas it failed on account of their improvidence or on account of 
want of organization? 

A. — It is all due to want of forethought, incapacity io understand things 
and inability to get over the drink evil. It is not encouraging to l>estow 
more attention on them. 

Q . — Has the attention given and the exf^^riment made sufFu iently com- 
prehonsive to make a judgment? 

A. — Enough has been made to prcxluco^he noc^essary result, luit we have 
met with disappointment at every stage. 


62 
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O , — What about the marketing side? 

A. — The marketing side is none the less better. As soon as he prodocea 
any cloth, he at once sells it without our knowledge either in the shandy 
and to any other merchant. 

Q . — Do you enter into a cjontract with him to the effect that he should 
sell all his cloth through to the society? 

A . — There was no contract- exactly made with him, but that was the 
understanding, but he never kept up to his word. 

Q , — Is it a definite understanding that the finished product should be 
given over to the co-operative 8(X'ietyP 

A.— Yes. 

O. — C'ould you not enforce it? 

A . — Whenever he produces, he sells it in another market outside, and 
comes to the society only if he is not able to sell it anywhere else. 

Q . — Suppose a central market is organized with a view to obtaining 
bettivr prices. Would not this bo an incentive to the weavers to sell their 
wares through the society? 

A. — Nothing would make him improve. I am rather pessimistic about 
any new proposal. 

O. — The^’ may l>e ill-organized, Tineducated and may have all the imagi- 
nable h^id qualities. Elsewnere co-operation has redeemed even worse people. 
Indeed progress may be slow and the work may be discouraging ; but unless 
(o-operatois like you work with faith and persistence, how can those poor 
weavers have any hope? Js your pc^ssimism justified? 

A. — W^e have tried at every stage and there is no little effort wanting 
on our part. We have failed. 

3//\ Shrinfniilhnni Clicfi'ujar: You were telling the chairman that you 
Tnad(' some experiments in certain societies with a view to expedite grant 
of loans to agric uitui ists just at the time wlien he wants them. Yon said 
that so many wlio made their applications al>out three weeks in advance 
of their requirements actually got their loans in time. Do you think that 
a system like this could work? 

A. — Yes, a short of forecast svstem may he prepared and this would work 
well. 

(1.— Have you tried it? 

A.- --Y(»s, we have got a forecast system already. 

Q. — What exjierience have you got about that? 

A. — In my opinion it is sucH^ossful. ft has been woiking for the past 
eight or nine months, 

(?.— Do you consider tliat the result of your experience warrants an 
extension of that system? 

A. — Yes. .Our forecast system is only for a particular crop and not for a 
year. The crop is to ho immediuttdy brought to the Tiruppur society after 
the harvest. 

Q. — So it is a sort of modification of the annual forecast system. Is tliat 

so? 

A. — Yes. 

Q . — Do you think that that restricted system of forecast system would 
be more successful? 

A. — I think so. 

— You have got in your memorandum something rather harsh to say 
upon the indigenous bankers. You say that they do this business with the 
object of securing their gain and not with the idea of improving the ryot 
and the methods and systems adopted by these agencies are to ensure their 
money. I suppose even in co-operative societies the methods and systems 
are primarily to ensure the money lent. What is the peculiar feature in 
the indigenous hankers alone? 

A. — There are other considerations also. Their rate of interest, the time 
of repayment, the possibility of repayment and the harsh conditions impost 
and the various other penal provisions imposed are indeed peculiar features 
nowhere to he found in the methods adopted by co-operative societies. 

Q , — Do not these provisions exist in the Co-operative Societies Act also 
and are they not enforced? 

A. — Not to the extent to )«%ich the money-lenders enfdrce. We give 
them Jill facilities till he is himself able to repay. 



Q. — Aft<er tiw advent of c‘ 0 -operative movement, do you think that the 
moneydeiiders have been displaced to a considerable extent in the villages. 
Do you know" of an 3 " village whei'O the money-lenders’ mlivities have l>een 
curtailed or curl>ed or where they have l)een displaced? 

A , — In many villages money-lenders have lieen displaced by co-operative 
societies. 

Q . — Can you think of any village in your experieiu'c eitl»er in Tanjore 
or in Coimbatore that a.s a result of the establishment of c'o-operat ivt' socie- 
ties in those villages, the monej’-lendei-s have a(‘tiially sliut tlunr .shops? 

A, — The very fact that in some of the villager there ai'O no other agencies 
except the co-operative societies is enough proof that they have bwn dis- 
plac^^, or their business considerably curbed. 

Q. — (>o-o|>erative scxieties are no doubt popular institutions. Hut wliat 
I want to know' is whether they are only acting as additional ieeders or 
agencies for supplying nionev or are tbev displacing the inonev-Ienders? 

A.— My own opinion is that the^' are displachig the money-lenders. 

Q . — Do you think that with the gradual development of the co-opmative 
societies cm modern lines the activities of the money-lenders will furtliei 
be curtailed P 

A . — J hope so. 

Q — Would you advocate any positive act on the part of the (iovernment 
to restrict the activities of the indigenou.s money-lender or do you think 
that they really play an effec tive and important jiart in thc‘ rural ec onomy p 

A. — The niouey-leiulors aro concerned only with their own money and 
their own ^ierests and the .sooner they are displueed the heller, 

Q . — Do you think that by the gradual develonmeni of co-operative stu ie- 
ties on wider linens the activities of the money-lenders would he still curtailed? 

A , — 1 hope so. The? villagers should not borrow from anywhere. ’I’lie 
whole village mu.st go to the (*o-operative sexieties. 

(i>. — Would you advocate that Government should restrict the activities 
of file indigenous money-lenders or do you think that they aic really play- 
ing an effective and important part in the rural economy? 

A. — They are concerned only with Uiejr money and interest. 

Q . — Do you Uiink a.s a result of the japaciou.sness of the moni'y-Ieiidei .s 
land has passed from the hands of the ryots to the money-icudei s ? 

A. — The money-lender is a man who wants only money, i'he land is 
tran.sferred from one ryot to another. He is c*oncerned only with money 
Ho transfers it to another man and gets more money. 

Q . — The average ryot is always suffering. His liahilitii^s only increase 
day by day and he goes on borrowing from one ryot or other. Sooner or 
later the land mu.st come to the money-lender? 

A. — The money-lender does not w'ait for it. Ho gets money from otlicis. 

Q . — Where does he get the money from? 

A. — Only from the ryot, 

— What I mean to say is this? As the land of the ryot ]>assi's from 
one ryot to another the result is that ho ha.s to incur an additional dcld? 
Ill most eases the money-lender can be repaid only if the lands is trans- 
ferred to him? 

A, — I should think it so. 

Q . — If another ryot purchases the land wlicrofrom does he get the' money? 

A. — He again goes te another village money-lender or to people who have 
got fascination for lands. 

<?. — If a rj'ot purchases a land from another ryot which has alieady been 
inortgaged to tlie Marwari what invarialily happens is that he has to sell 
his land. The name only is changed hut the indebtedness still rcmaijisr 
A.— Yes, 

Q . — Ultimately if tlie money ha.s to lie paid it mu.st lx'* hv >>on*c‘in>tl.v' 
coining from outside the village coming with actual cmnIi or 1)\ lum-iclf 
purchasing the land? 

A. — Yes ; the co-operative societies must lend money. 

Mr. Thovuis: Are there not fellow ryots who have made savings? 

A , — Yes ; there are. 
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Mi\ Shanmukham ( hettiitur: If really the nioncy-leiider is rapacious and 
il the ryot has to l>e ruined are tiiero evidence of many cases in which the 
land has t>een transferred to the uioney-lende»*s in liquidation of that debti' 

A. — it is not necessary that the land should l)e transferred. 

Mr. Muthiah Vhetiujar: Is the numey-iender anxious to own lands P 

d.~No. 

Q.— \h he anxious to sell his own land? 

A.— Yes. 

Mr. Sh anmukham (■heftiyar: Do you think that the ryot can raise as 
iinich amount from the Latui Alortgafte Bank or from the AKrif'ulturists Loans 
Act as he is raising from the Nattukottai Chettis or money-lenders? 

4 — In the case of the land mortgage hank he cannot get so much 
amount as he is getting from the money-lender. 

Q . — How is it i) 08 Hil)le to replace the indigenous banker? 

A. — The villagers should go to the co-oiH-Mative soc-ieties or land mortgage 
bunks for small loans. Only those who icHjuire a pretty large sum need go 
outside. 

The Chairmun: You know that the ryot does borrow 80 ])er cent of the 
value of the land. Is there any chance of his paying it hack? 

A . — Absolutely no. 

Q — Theiefoie the theory of Nattukottai Chettis is only paper and that 
the amount is not collected? 

A. — Yes. 

Mr. (ioinda Menon : Your view is that the co-operative J^oieiies can 
completely eliminate the indigenous inoney-lenclei’s ? 

A. — Not completely. A portion of the indigenous bankei's may be rc- 
iiioved. 

Q . — Is it not better to adopt some means to check his ways and still 
retain him as a unit in the hanking profc\ssion? 

4 — Poe my part 1 don’t mind the indigenous hanker giving loans above 
Bs. 5,0iK). The ordinary ryot who wants only about Bs. 5,000 jnust he 
financed hy co-operative societies and land mortgage hunks. Let him iiave 
Ilia activities outside. 

Mr. Shiinmukhatn (liettlfiar : In your co-operative societies do you dis- 
I'oiiiit the l)ills of your members.? 

.1. — No. 

(J. — Are you jirohibited from doing it under the Act? 

A. — It is not done. 

Q . — We are talking about tlie co-operative societies coming to help the 
ryots in marketing their produce. Don’t you think that it would take more 
time for the ryot to take his produce to the Tiruppur market? Does he not 
Jose hy immediately transferring it to another man in the village? If it is 
held for sometime there is some chance of getting a better i)rice. Don’t 
you think that if co-opeiative societies extend their activities in this line 
it would he moie useful? 

.4. — 1 am not quite sure about it, 

Q . — As mutters stand at present there is no agency l)y which all the 
produce could he marketed in India. Do you think that if we try to dis- 
count tlie hills of the members it would be beneficial? 

A .' — 1 have got faith in it. 

37 r. Mdfhidh ('hetfij/ar: In your joports you say that tJie ryots got loans 
from the indigenous hankers from 9 to 24 per cent? What is the rate for 
loans less than Rs. 5,000? 

.4. — The rate for over Rs, 5,000 is at 9 per cent. 

From Rs. 1,CKX) to Rs. 5,000 it is about 10 to 12 per cent. 

For sums below that it ranges from 20 to 24 per cent. 

Q , — CJan you tell me the net return on his capital excluding his expen- 
ses? 

.4. — It might be about 12 per cent. 


(The witness then withdrew.) 
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Oral ovidoDce. 

Th{> ('huiniiun : Mr. Badhakrisluoulas, you aii' (aijyiui.^ on husinoKs an 
a hankorr* 

A. — Yes. 

(j>. — \Vhat is tho natur(‘ of tho inisinoss which you <<)udurt as a hanker P 
A . — Wo giro on hundis, wo ^ivo nioiU‘v on jt'wcls, on domaiKi pro-notos 
and on katha..s or cm rout account. 

Q — About this hundi ])Usino.ss for what purposos aro thos<‘ hundis usod P 
.1. — We ])roparo tliese liundis on tlu^ Govorninont stainj) paper. Ho who 
requires money will sign the hundi paper and wo giro inunoy to hinn 
Q . — To whom? 

.1. — To the merchants. 


Q . — What kind of niorchantsp 

A , — We give money to i)ig zamindars. merchants and mill-owners who 
rcHj[uire money for their hnsiness. 

Q . — Yon aro lending on pledge of j(*wolsP 

A . — It is only on very rare rx'C'asions tliat W(‘ ov<*i’ lend dh joweis. 

Q . — You do not do much money-lending on jewellorv" 

A.— No. 


Q . — That is not the imnn line of vour business P 

A.— No. 

Q. -Your chief business is on hundis, pro-notes and on current accounts P 
A. -Y"es. 


\). — For what })urposes are most of the loans tak(‘n P 

1. — All the parties who take money from us take it to lend to the agri- 
culturists, to the cultivators and to the small merchants. They utilize the 
money got on hundis for doing their own Inisinoss and advance immcv to 
tho cotton merchants and others. 

Q . — You are not financing trade P 

A. — We finance the traders also. 

Mr. Gojxiki Mcnon: May I know how you carry on your l>ankiiig busi- 
ness P What I mean is wl ether you carry on biisines.s in the chief towns of 
the Presidency or in the inufassalP 

A , — It is in the Coimbatore town. 

Q. — Have you got branches in tho villages P 

A. — No. We ourselves daily go to Dharapurain, Udamalpet, Tinippur 
and Satyamangalam and lend money there. 

Q . — Where is your head office P 

A. — In the Coimbatore town. 
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Q . — And you do l)U«iiie#S8 fur the whole of the Gohiibator© district, t 
presume? 

A.— Yes. 

Q . — Is it by sending agents to the chief commercial towns in the district? 
A Yes. 


Q . — Bo you live in the capital of the district and you send your agents 
to the commercial centres in the Ck>imbatore district for doing business? 

A. — We send our agents ivho lend money and get hundis from the persons 
to whom money is given. 

Q . — Yon send yonr agents for the purpose of advancing money on goods 
or on personal security? 

A . — We give money on personal security only. 

n — Coimbatore town do you lend money on goods? 

A . — Cienerally wo do not give. On rare occasions wo give. 

Q . — On those rare ocrtta-sions how do you advance money on goods? 

A , — Jn such cases we keep the goods in our custody. 

Q . — What is the extent to which advances are made on the goods? 

4 — \\r^ give from 70 to 80 per cent and this depends upon the stability 
of the person to w'hom the amount is advanced. 

Q.- -So you do not take any hundi or any hill from that person? 

A. -No. We do not get the signature on the hundis hut we get a state- 
ment from him to the effect that the goods are placed in our custody and 
that he has taken so much loan at so much per cent interest and that he 
must return the money at a specified time. 

Q . — Do you take a letter of agreement when you advance the money? 
That is otherwise called the varfarnana jKithram. 

A. — Yes. 


O.— Then you receive money on the due date, I l)elieve? 

A. — No. We get the money as and when he may give. For instance if 
the man ])orrows Ks. 10,000 paj^ahle within three months and if he gives 
Ihs. 1,000 or Rs. ‘2,000, after even a fortnight we take the amount and give 
him some goods. He may do that. 


Q . — What I want to know' is whether in addition to this letter of agree- 
ment you have got any voucher for the amount you have advanc'ed? 

A. — Wo only take this agreement on a stamped signature and whenever 
lie takes a portion of the goods he must pay a portion of the money also 
before ho removes the goods, 

Q . — And whatever money he pays you write on the iiack of the agree- 
ment ? 

A,— Yes. 

O,— That shows that you cannot utilize the money till the due date? 

4 — We get a written statement from him saying that he will pay within 
thrc'c months, in case he brings the money within a month w'e take the 
money and give him hack the goods. 

Q , — But my point is that you are not able to utilize a larger percentage of 
your advance, excepting the few' thousands that he may be able to pay 
hack, until the due date. Is it not so? 

A. — Yes. 

0 . — Who is your hanker? 

A. — The Imperial Bank. 

Q . — Instead of advancing in this manner by taking a letter of agreement 
and lecoiving small sums of money why do you net take a hundi from the 

i iarty to w'hom you advance tlie money and discount it with the Imi>erial 
lank? My point is that you can iitilize your own mone^ on a wider scale 
if you take a hundi from that merchant and discount it with the Imperial 
Ban.k because the Imperial Bank may advance you upon that 60 per cent 
or <0 per cent of the hundi amount and that will be available to you for 
further business in the city. Do you not think so? 

A. — The prac^tice is this, when we advance money on the security of goods 
W'e cannot give hundis for that amount to the bank and get money because 
in that way the person who keeps his goods as security is inconvenienced. 
He goes on paying small instalments to us. But he cannot do so with the 
Imperial Bank. 
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Q . — But yoxi need not ask the party te meet Uie hundi on the due date. 
You can receive the instalments of Rs! 1,000 or Hs. 2,000 yourself and then 
on the due date you can yourself meet the hundi. Can y<)ii not do thatJ* 

A . — In that ease the hundi will \ye with the Imperial Bank and the 
will be with us. That is not the custom. 

Q . — Could you not rotate your capital much more quickly H yo\i f<)llow 
my suggestion? 

A. — We do not adopt the hundi system and even if we did you sug- 
gested and discounted the hundi in the Imperial Bank, we would consider 
that as a pierce of dishonesty. 

O, — Where is the dishonesty there? 

A. — We do reiiuire money hut if wo take tho coui'so you suggest wo will 
have 0101*6 capital. That is true. But then it is consider'd hy tlu* Multanis 
to l>© a sort of dishonesty. That is tho view wo take. Suppose I k*H‘p my 
goods w'ith you as security and take a loan from you of Bs. then I 

execute a promissory note to the value of Bs. KhOOO. You go and discount 
it with the Imperial Bank. What yoji mean is that 1 should g<> on paying 
* you in small instalments and take away the goods and tluni on the iluo date 
you will pay to the lm]>erial Bank. That is a sort of dishonesty if in tho 
meantime you go bankrupt. But 1 would have already paid a major portion 
if not all the money and would have taken my goods. I’ln* goods are no 
more security and the bank stands to lase. 

Q . — IIo you iTU'un to say that in the case of tho hanki'r going bankrupt, 
the ImiHi'rial Bank will not got the money from the hanker and that tlu' 
party will lie held responsible? 

A. — Yes. 

il/r. Thovias: I suppose you use usance hiuidis? 

A.— Yes. 

Q . — Suppose you have got a usance hundi and yon iti iu'cmI of money. 
Will you not discount the usance hundi "with a hank ? 

A. — Yes, 

— Is there any dishonesty in that? 

-There the ca.se is entirely different. 

Q , — You have endorsed that hundi? 

A. — Yes. But here we lend tho money on the peisonal security to tlie 
party and there is not much chance of his g<nng hunkruiil. In tlu* otlu*!' 
case the party pledges the goods with us and that means fu* is a I rein !y had. 

Q . — You have got the goods in your possession? 

A. — Yes, and we take payment in instalments, and deliver part of the 
goods. 

Q . — And therefore if you want money, you can (*ndorse ku< h hill.w also 
and partly on your security and partly on that of the goods, you (ould dis- 
count it with a bank? 

A. — But the goods. If I endorse the hundi the pm son who has draw n 
the hundi is responsible. 1 have no right to take the payment from hijn 
because the hundi is not in my possession. 

Q . — I donrt follow you. 

3/r. GopaUi Menon: Arc you not lending cash to petty merclianls and 
shop-keepers in the city? 

A.— Yes. 

Q . — Such hundis are discouiiBHl with the hank? 

A. — To every small parties we do not advance. 


— What is the Multanis’ main business? 


-Advancing on hundis and discounting hundi.s. 

Q.—Do you not^ take part-payment from the party who has given tho 
hundi? 

A. — ^We do take part-payments. 

}. — You do not allow him that advantage if you have dis»-ounted the 
— di with another bank? 

A , — ^When we have endorsed that hundi to the bank that hank alone 
has the right to get payment. 
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— j>o you oftk that pai-ty to go and pay it to that bank on the Site 
date? ... 

A . — That party receives an intimation from the bank and be will pay it 
direct to the bank. 


Q . — If you lodiHcount such hundis you can rotate your capital more 
quickly? 

A . — I do not follow' you exactly. 

0. — To what extent are you financing tlie agriculturist? 

advance money the large land-owners and the rich zaniindars, 
and also to those who finance the agriculturists. 


Q — Would it appeal to you to finance the small agriculturists on a much 
freer s^'ule instead of going tlirough the rich landlords? 

A . — We do not advance to small ryots. 


. — Nor your community? 
. — Nor our community. 


It would not appeal to yon? 
. — It is not secure. 


Q . — But they are all short-term Joans for cultivation expenses. You can 
get back the loan in three or .six months’ time. Do you think you can 
advance money to the ryot? 

A . — Whenever we do advance we do it in this w'ay : We take a hundi 
from the person wlio receives the loan and take a joint signature from a 
larger party. 

Q , — My point is w^e want more financial agencies to come into existence 
in the country to help the agriculturists in the way of short-term loans. 
Would it suit your community liankers to o})en offices or branches in the 
interior and help the agriiulturists in order to obtain agricultural credit 
finance? 

A . — There are the local people to help them and wo help these people. 

?. — What are the different kinds of hundis you have? 

-The demand hundi is the cjnly kind of hundi. 

Q . — Ts the Shajog hundi which is current in the Madras market, current 
in Coimbatore? 

A . — Shajog hundis are only hundis payable to respectalile persons and 
they are just like cheques payable to bearer, if any person’s name is men- 
tioned it is called Namjog hundis. 

Q , — Suppose as a result of this enc|uiry legislation is made to restrict the 
rate of interest to a certain limit. Would you agree to such a legislation? 
Suppose a law is passed that indigenous hankers should charge only per 
cent, would you like that restriction or would you take offence at it? 

A . — That depends on two things, the Imperial Bank rate, which if 
lowered w'e wdll low'er our rate also and the second factor is we charge a 
liigher rate of interest it is because^ w'o take greater risk also. If the 
security is good the charge will he small, hut if it is had we charge a higher 
rate. We take the risk and sometimes lose also. 


Q . — What is the rate you charge now^ to a good party? 

A. — At this time it is from 9 to 12 per cent. 

Q . — Even if tliey are smaller parties? 

A. — We do not charge more than 12 per cent. 

Q . — Will you approve of your accounts being audited by your ow^'n com- 
munity auditors who have got n certificate in auditing? 

4. — Yes, we have objection provided the accounts are not published at 
all. 


Q . — But the Imperial Bank w^ould like to have your balance sheet perio- 
dically in order to give you more credit provided you want more. Our 
ohj^ is not to find out any flaw in your system of banking or any other 
thing but it is for the purpose of utilising you as a finamcial agency for the 
good of the country as a wmole? 

4.— This thing can be decided only after knowing exactly what, are the 
facilities which you are going to give us. 

T/tc Chairman : We want to know what the present position is and what 
facilities there are for developing it? 

A.—Multani bankers are averse to get their accounts audited and made 
public, 
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? — Aro there different kinds of Mnddnii hundis? 

. — There are no different kinds. 

Q . — Have you come aeross ftuiidis heariiiR inteivst ? 

Ar — Generally the interest is paid in the iH'^xinninj:. 

Q. — How is it paid? 

4 — We pay tlie party the amount of the hill minus tlie interest for the 
l>eriod of the liundi. 

Q . — That is not referred to on the miiddati hnndi form? 

.4. — No, the interest is not mentioiuMl on the fare of it. 

O.- -D 0 you ref*r‘ive or discount hundis from otluo- class of hankers '' 

4 — Yes, we do. 

(J . — Do yon ev’er pet nadappu hnndisr 
.1. — No. we do not discount it. 

, Q. — Do you know what they mean hy their nadappii rate? 

A. — 1 know what it is. It prevails amonpst tin* Nattnkottai ( 1 u‘ttis. 

Q. — Do you pot any of theii* nadappu liundis at the nadappu rateP 
-4. — I do not take those liundis. If a Nattnkottai ('lietti wants money 
from me I take a liniidi Irom liim ami then ndvniice to him inon(*\’ i? per (ent 
above the Imperial Hank late. 

Q . — Do you fiiKi that type of hmuli in usi* ? 

.4.* — That is existinp amonp Nattnkidtai ('.lu'ttis. 

— Would the utilization of that type of liundis stand in the way of 
business lietween different types of liankeis? 

/I. — It is difficult and hen<‘<* wt* do not nepotlale sucli hundis at all. 

Q . — Would it he advantapeous to restrict tin* forms of hundi.s and make 
those uniform throupliout the whole of India? 

. 1 . — It is advantapeous to have one form of hmuli and our form is the 
liest. 

Q . — The Nattnkottai ('hetti may say that his form is the l>est . You 

aprei? that it would he pood to have the hundi foi in Btandardized P 

.1. — I hav<' no ohjection ])rovided it is onr form. 

Q . — Your liundis are used locally or do they tiavel all over fudia? 

A . — Our hundis travel throuphout India. 

Q. — It is only a matter of (ixamininp tJie diffiu'ent kinds of hundis URcd 

hy different classes of hankers and then <-ominp to a d(*cision as to wliit'li 

kind is pood for the whole of India. Any action ol that kind would natu- 
rally he designed to facilitate trade? 

A . — If the form we use is standa!’diz<*d, tlu*n we lia\c no ohjeitioD. 

Q . — That would he for an All-India Committc'e not a Piovincla) (Vun- 
mitteo to decide. 

Mr, Thonuisi: You are called Shikarpur Multanis? Is yours a family 
husine.s.s or do you work with partners? 

A. — It is neither fainilv business nor a partneiship business. Wi* Ix^lonp 
to one particular town called Shikarpur and we are pen(‘rall.\ called Shikar- 
pur Multan i in these parts. 

Q, — You have voiir head office at Shikarpur? 

A.— Yes. 

}. — Have you any other branches in South India? 

L. — We have our agents at Salem doing hiisincss. 

Q , — What is the relation between your firm here and your head office at 
Shikarpur? 

A. — That is our chief controlling* office, 

Q. — Do you generally pet money from Shikarpur? 

A. — We get whatever money we require from vSliikarfiur. over and above 
our capital and our income through discounting huntlis, etc. 

Q , — Does your head office take any deposits from the people there? 

A. — No, there also they are having their own capital. 

Q . — Do you deal in commodities on commission basis? 

A. — Our business is mostly of money-lending. We do not deal in any 
commodity. 
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-Have yon lent at Tiruppnr? 

-Ve8. We have lent U) various merchants at Tirnppur. 

Q . — Do you lend money on sinjjrle signature or do you insist on double 
signature r' ^ 

A. — In tho case of first class parties, we are satisfied with single signa- 
tures, !)ut in the case of people w'hom wo do not consider sound, we insist 
joint signatures. 

Q — What is tire pro[>ortion of loans given on single signatures? 

4. — It is not posfiilile to ^ay that. It all depends upon the party to whom 
wo advance. 

Q .' — Have you had any difficulty in getting hack the loans made on 
single signatures? 

/I .— If tho party is good, there is no fear for the return of the money. 

Q . — Suppose the party looks stable at the outset, hut afterwards turns 
out U) 1m» a had debtor. Are there not such cases where you have taken 
single signatures only? 

/I Ws, tiieso instances have oc*curred on account of the failure of the 
jiarty and that is Avhy in recent cases we insist on double signatures. 

Q. — Tlie Imperial Bank to-day lends on double signatures. Do you think 
that that security is absolutely essential or is it not superfluous seeing that 
they lend only to pucca men? 

A . — This ensures more safety. 

Q . — Do not you think tliat it causes any difficulties to the husinossmon, 
cs])ecially those do not like to he under the oliligation of another man f<u* 
acting as surety? (\)uld it l)e avoided? Have you got any suggestions to 
make in tfiat connection? 

A . — I have no suggestions to offer. 

O. -Have you evei* carried on any acceptance liusiness? 

A . — That custom does not obtain in our community. 

0. — Are vou leally bill-brokers? 

A.— We do not deal in that business. 

— Do you lend to zaniindars? On w’hat security do you lend? 

1. — Yes, on personal security, hut luwer on mortgages. 

Qr — What is the smallest sum you generally lend ? 

4.- -We advance according to the retjuirements of parties. The smallest 
sum that we generally advance is Rs. 1,000. 

Q . — On page 0 of your written memorandum you urge tlie desirability 
of abolishing dis('riminatory law's. What do you mean by discriminatory 
law s P 

A.— We had in our mind the Insolvenc‘y Law wdien w'e drafted our 
memorandum. The Insolvency Law and other law's are all against the 
money-lenders. That is wdiat we want to he al)olished or replaced. 

Q . — You say your interest varies fiom 0 to 9 per cent. To what parties 
do yon charge 6 j>er cent? 

A. — Our interests vary according to the rate of the Imperial Bank. We 
always (*harge 2 j)er cent above the Imperial Bank rate. 

Q . — You refer to a system w'here different hankers can pool together 
their capital and then w'ork in different areas for the common cause and 
form (‘oml)ines. For what purpose do you want that system to be brought 
into existen(‘c? 

A. — That is our suggestion to strengthen our position and to expand our 
business. 

Q. — Why do you not yourself combine and make joint efforts to expand 
your Inisiness? Why do you W'ant a separate agenc‘y to do that work? Is 
it not your own look out? 

A. — As we said, our business may l>e increased if such suggestions are 
carried into effect. 

Q , — You further refer to the elimination of unhealthy competition, which 
you say, is prevalent among yourselves? What is the unhealthy competi- 
tion you are referring to? 

A. — What we meant was that even, as it is, there is a great competition 
going on among our own communities and in order to see that each of us get 
onr own share of business we made the suggestion. 


fTlio witness then w'ithdrew.) 
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SALRAJ, Partner of Messrs. Ottajee Southanjee k Co , 
Biz Bazear Street, Coimbatore. 


Oral evidence 


Tlw ( 'ha'n imm : Mr, Soliaj, you are euriyiny; on Imsinos.s as a hankerP 
.1 . — Yes. 


(J , — What is the until le ol your business? 

. 1 . — We leml money. 

(J . — What is tile scHurity? 

. I .—Alter taking; into account tlie projierty they hu\’c ^.^ot and accojdin^ 
to the sta))ility of the person we advance money. 

U . — How much you advance? 

A.— According to the staliility of the person we give him, Wc hx a limit, 
bay, al)Out live to ten thou.sand. We advance aeeording to their re(|iure* 
ments. If vve want money and if they have got momw availalile ailh tlnun 
we also go aiul take haek money from tlicin. 

(J . — Are you giving money to weavers? 

A. — Yes. 


Q . — O tilers ? 

A. — Y'es ; the capitalist weaver has got IdO weavers under him, 
th — You lend this money on pro-not<*s? 

A. — We make an entry in the aceount hook, take their sigiiatuie.s after 
ufhxing four annas stamps. 

n — You borrow on your personal security? 

A, — Y"es ] our own security. We l>orr<jw 1 rom our own coinmuii it y. 


Mr. Thomas: is your business a branch or the jirincipal husinessP 
A . — It is principal business and we have no hranche.s. 

Q, — How' do you got your capital? 

A . — I get it from my own place Marwar. 

Q . — Hoiv do you raise it there? Do you honow ? 

.1. -At times I liorrow from niy own iclatams. Somctintc- hom ihe 
principal businessmen who are at Madras. 

Q , — At wdiat interest? 

A. — 6 i>er c*ent. 

Q . — ^What is the interest in Madras? 

A, — 7i per cent. 

n, — Have you got any dealings wiUi the Imperial Bank? 

1.— No. ; > 



— Ajiy hundi Im^iness. 
.—No. 


Q — You aru onl> a money-lender? 

.1 . — Yes. 

Q . — Do you lend on pro-notes? All your Inisiness is on katha and not 
by pro-notes? 

.1. — There will be very few. All the transactions are carried on katha 
basis. 

Q . — Do you lend jnoney to the agriculturists? 

.1.— .\o. Only to merchants and not to agriculturists. 

0.— Do you lend monev to the shopkeei>€rs? 

.1.— Yes.’ 

() — Yo any Goveininent office clerks? 

A. — No. 

Foi ])rofessioiuil ))eople such as vakils, doctojs and others? 

/I. —No. 

Q — ])o take your interest in advance or do you get it only after the 
teiin matures? 

.1. — We do not take the interest in advance. 

Q — Wdiat is the lowest amount you are lending? 

A. — ^Rs. 2fX) is the minimum. 


O.— Never below Ks. 200? 

A, — No. 

n — Will vou not give for small .sliopkeers sav Rs. 75? 

A.— No. 

Q . — Wbat is tlm iuteiest you eliarge upon loans to shop-keepeis upon 
katha business? 

.1. — Fourteen annas to one rupee. 

"Suppose the party does uot pay you on the due date. What penalty 
do you charge? 

A. — Wlienevei' ae ask money they will pay us. 

Anv l)ad debts? 

.1.— Yes. 

(J, — Do you go to Court? 

A.— Yes. 

Q . — How many eases are pending? 

.1. — No case pending at all. 

(jb— -Do 3 'ou enal)le file liorrowers to return the money by iustaliueuts ? 
.1.- — There is the practice. 

(Jl. — Wliat is tile system? Will you explain? 

.1. — Suiipose we give Rs. r>,(HX) or its, G,00(). You can give Rs. 1,000 and 
you can [lay the rest liy instalments. There is no limit [irescribod. 


Do you chiefly lend to your own customers who takes piecegoods from 
you and also to othei' jieople? 

-1. — Only to customers and mereliants. 


(^f , — How is he co-ordinating his .shop business? 
.1.— They are being carried on separately. 


(,>. — Do you give your goods on credit basis? 

A.- — 1 will talvo their signature and give the piecegoods. 

0 .- — How many days credit? 

A. — One month’s credit. 

O , — What is the inteTcst? 

A.— 1 will cliarge interest at the rate of 12 or 14 annas if they do not 
pay within one month. 

Q , — How many Marwaris are there in this town? 

A.*- -13 or 15. 

Q , — How many tJiere are in Tiruppur? 

A. — People that are there are Gujaratis and not Marwaris. 
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Q . — Are Miu waris here tloiuji both sheppm^i liUsineNs aiel laoiiev ? 

A . — ! am the only man who is eiiiryinji on those twti hiismexses. Some art^ 
dealing in hanglob and others in piixi'goods. Tliey do not lend money, 

Q . — You are the onlv man \vlu> is lemling mone\ y 
i.— Yes. 

Q . — Are your areoniits audited y 

.4, — Before Deepavali our actount^ are audited. 

Q , — Qualilied auditoi\s ? 

1.— A'es ; O .D .A. 

Q . — What hooks do yoti show to llte I neomo-ta\ olhtvr w luu\ In* eomes tv> 
assess your income? 

.1. — Both the jHcounls are sliown to him. 

Q. — Have you got any suggestions to make to the eoiuinittvv or any eoiii- 
plaitits aiumt any authority r* 

,1 . — Nothing. 

O . — Do you retjnire any more Vaidlitiesy 
.1 . — Nothing. 

() — Why don’t you esia]>lisli a regular hanking firju, take deposits and 
have a regular institution y 
.1. — TJiis is our (ustoin. 

^^r. < ' lu’f t i f/iir : What is tin' net yield on yoni capital <le<liiet ing 

.\()ur inteiest on tlu* borrow (h 1 capital and other eharges on money-lending 
I ms i ness y 

.1.- I' ive or seven tliousand j)t*r annum. 

(,>. — What i*at(* do you get for your (apital after deducting his expenses? 
.1. — Tw leve per ( (*nt. 

Will you allow .MUir ai-eoniits to lie amliti'd h\ (Government? 

,1.- We have got our own auditors. 

What is the difhculty in getting it audited Ity (lovernment? Any 
Irouliles from the Income-tax ofliee? 

.4.— No. 

Q . — How long have you heeii lu're? 

.1. — Thirty years. 

(h— Will you (l<‘posit tin* surplus in joiul-stoek hanks? 

.4. — We have no stock of money. 

d/r. Thinmis: Do ^ou liorrow from tlie Imperial Jlank? 

.[.—No. 

4/r, Muthid/i ( ' ii rt f i i/o r : Will yun act as agents to tin; Imperial Bank it 
\<)U get eomniission? 

.1.— No. 


;The witness then withdrew.) 
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L. W. THOMPSON?", Eeq., Income-tax Officer, Coimbatore. 


Oral evidence.* 

The i'hd'tnaan \ Mr. Thoinj)soii, you are the ineoiac-tax offic'er here? 

.4.— Yes. 

Q — You have some eoiisiderahle experience of niilhis since taking over 
i*l large y 

A. — I Imve not lia<l much experieiue. 

Q. -Have you examined the aciounts? 

A. — Yes. As I said in my meinorandum they ari' ixniorming a useful 
service here. Unfortunately there are certain numher of nidhis which are 
I'un foi' tlui heiudit of tlu^ people who are the .seeretaiies and lii.s friend.s. 
'^^[’ho had effect of thos(‘ aie telling on tho.se that are l)eing (/ondueted. As 
a matter of fact wlieii compared with the previous years the year ending 
31st March 1928 practically there is not a single nidhi that has shown an 
inc-rease in [irohts dining 1928-29 wdiej'eas i>rioi’ to that peiiod thtu*e has 
)H.‘en an increase in the profits. It is on account of the coiihdence that the 
public had in nidhis, 

(>. — You don’t think that there is any loiicealment of ])rofits? 

A, — They are all audited hy professional aeeountants. I don’t think that 
tliero is any concealment. 

Q, — Do you consider their rei>orts as satisfactory Do you accept them 
or caiock them P 

A. — In the case of limited companies we accept them as a rule, lliere 
arc of course certain institutions where even in the case of limited c*ompanies 
even though tlK\y are auditc'd hy charteivcl accountants wc insist upon 
scrutinizing the accounts. 

Q, — Do you agree that the auditor is dependent upon the management 
for liis livelihood P 

A . — It depends upon the auditor. 

Q. — From your oxpericuec do you think that they 'would he subject to 
the influence of the directors? 

A , — Not as a class. They have a c-ertain amount of professional jealousy 
and reputation to keep up. As a class they do their duties fairly and 
equitabV- There are of course certain cases where T cannot acceiit thoii- 
reports. Sometimes they are influenced by considerations. 

Q . — Do these nidhis materially differ from an ordinary joint-stock com- 
morcial bank? 

A , — In a way they do. They do not have this cheque system. The share- 
holders cannot recover hut he has to return his share capital. In a nidhi 
if you want your money back again you can get it back less a certain dis- 
count. 


FoJ‘ written evidence^ vide page 1101 of vol. IIJ. 



Q . — Do all the limitocl companion lend on tlioiv*(filiai'o capital F 

-4. — Practically every one ot‘ them. 

Q . — Are there many nidhis here in which the share capital is not with- 
drawable F 

4 -j-^i iiQi know of any. 1 have not exnmintHl the ruU's of any. 

Q — Ain I right in saying that in almost all the nidhis the share capital 
is payable in a lump sum? 

A. — Yea. 

Q. — Have vou come across cases in which the share capital is paid in 
monthly instalments? 

A . — Xot to my knowle<lge. We Ao n<»t go very much into the consti- 
tution of a nidhi. 

Q . — Yon do not rememlK'r monthly payment of lie, 1 towards the suh- 
scrilxxl sbaie capital? 

A. — The pro.spe(‘tns is registered hv the llegist rat ion dej)artment. 

Q . — What is the object of the registration? 

A. — Wiien a company is fornuHl the <lej>artment is certain of the rulea 
and regulations to l>e forme<l for safeguarding the shareholdtns. 

Mr. Thomnx: In yovir memorandum yon very rightl>' nrgt' tin' iif'ed for 
making a careful empiiry into the working of tin* nidhrs in this district? 

A. — In the interest of the pnblic I think so. 

Cb- You spi‘ak of this indigenous hanking as an industry. You wdll agree 
that in the normal course of things t)anking is not an indust ly. Perhaps 
you moan that in this district the nidhis have become almost like au 
industry ? 

.1.- — It is q\nte a iirofitable venture for anybody who starts om‘ of these 
nidhis. Many of them have* started these* nidhis foi tlieir ov n lK*m'lit, '1 ht‘y 
hecoino the secretaries and the seeretaries, as a rule, get tlu'ir leinuneratiou 
nut of the profits after the dividends are d(*clared. It is at tin* geiieial 
mooting of the shareholders and the dirivtors tiiat the reinunei atiou for the 
so(‘retary is fixed in the shape* of a honns. 

Q . — Is the honus often more than the safarv? 

.4 .“-Very few of them draw a regular salary. Tt 'is only in one or two 
cases tiiat a nidhi secretary js given a monthly salary. Hut ino.st of Uieiu 
receive a large .sum at tin* end of the year when tin* accounts are audit(*d 
and the report is adopted. 

Q . — How are the piofits apportioned f 

. I . — First of all a certain percentage of tin* profits about 10 or 12} per 
cent is set apart for dividends and tln*n out of tin* balaint* tln*\ give a 
little sum to the .secretary in the way or Ixmus. 

Q , — Do they keep a reserve funaf 

.1. — A great many of them do. 

Q . — Is tliere any provision for it in tlieir rules? 

A . — T do not know whether the provision «*xists in the rules. But tliey 
do have a reserve fund. 

Q . — T understand that in a certain village nidhi the sfHretary got about 
Bs. 1 ,5rH1 for a year. Surely unless a g(K>d portion of the profits are going 
into his hands how' could such a large amount be paid to him a.s bcinus? 

A. — If his bonus is R.s. 1,.500 the profits must have* been considerable 
more, l>ecaus€ first as T said the dividends are declared and then only if 
there is anything left over the honus is paid tci the? secretary. In fact tiierc 
are .several instances where the secretaries are given, no l>oniis at all 

Q. — Tt is said that the persons who fienefit most hv the nidhis are the 
friends and the relations of the sc^'retary. flow <*an this lx?? 

A. — Tlie secretary is the chief man. Ho is practically the controlling 
agent. More than that the directors have very little to say in the maiU*r. 
Many of them are illile cte and ignorant and the se<*retary is ns a rule 
appointed by a clique of the dircjctors and it is enW such nidhis that go into 
liquidation as a rule. Wliat happens is this. Tlie secretary has granted 
loans to i>eopIe absolutely with no lands and nothing to rec'over from. Biich 
loans have l>een advanc^ by the secretary. The man who w'ants the loan 
has to get somebody else to stand as sec-urity. Tn fact as recently as the 
last woek there w^as a ease in which T found an interest payment made to 
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a rortain individual, f traced tJii.s individual and found out that it was 
the Secretary of a hank. When T asked him to file his return and explain 
the amount of the interest item he said that the money was not his and so 
he had to prove that. He said that what happened was tliat there was 
somebody who eamo to him for a loan. Thi.s man could not obtain loan 
from the hank direct and accordinjg to the rule he had to get somebody else 
to hack his signature. Rather than go tliroiigh all that trouble he mort- 
gaged a certain land which ho had to the Secietary and the Secretary then 
obtained a loan from the hank on the mortgage of the land that had been 
originally mortgaged to him and handed over the loan to the original person. 
So in that way this man withotit any substance at all got the loan. Origi- 
nally the land wtis supposed to he w^orth Rs. 1,500 hut probably it was not. 
Any way he is suj)posed to have obtained Rs. 1,500 from the Secretary on 
Joan and that the Secretary pledged that land again to the hank, ohtaine<l 
the money from the hank and paid it to the man. 

Q . — Is it not due to tlie fact that the directors are not exercising any 
effective control in tlie granting of loans? 

A. — Tn some of the nidhis the control is most effective. They give divi- 
dends at 14 and 15 per cent and their shares stand st a p?’emium. But there 
are so many of them in out-of-the-way villages which are not effectively 
managed. 

Q — You y^nid that tlie sliareliolders aie mostly agriculturists, coolies and 
employees of the mills. Can you say that the nidliis are financing agricul- 
ture to a very great extent? 

A . — The out-of-the-way nidhis might. The reason why T am able to say 
that is that in this district it is unique. Tt is just in this portion of Coimba- 
tore you have got refund applications. If you have a share capital in a 
limited company that share is taxed at the maximum late. Then you might 
have a refund of the whole tax afterwards. In this particular circle there 
are over 1,500 applicants per annum who actually come to the office and 
obtain refund. We have to check whether what they say is good before 
we could grant a refund and so we ask the man who comes w’ith an ajipli- 
cation for a icfutul, what his source of income is and he tells us wdietlier he 
is an agri(‘ulturist. or a coolie or other person. That is how T am able to 
say that. 

(?. — A good number of them are agriculturists? 

A . — They are mostly agriculturists. When we ask them w'hat their pro- 
fession was they used to say kudithanam, that is to say agriculture. 

Q . — Or did they say vyavasayam? 

A. — Yes, Sometimes they used to say that also. 

Q . — You say that on account of the mismanagement of the nidhis there 
aie few chances of other nidhis arising. Is it your view that we reejuire 
more nidhis in this district wlien we have already got more than 120 of 
them ? 

A. — These nidhis are concentrated only in certain parts of the district, 
for instance in the outskirts and the surroundings of the Coimbatore town 
luit in the out-of-the-w^ay placf^s there are no nidhis at all. 

Q. — As you say that many of the nidhis are mismanaged and particularly 
and as you will agree that the (‘o-operative societies are much more useful, 
W'hat is the need for having any more nidhis? 

A. — Well, the nidhis finance not only agriculture, but they finance also 
the small trader. They do a lot of such busine.ss. The capital that the 
nidhis employ is about Rs. 75,00,000 in share capital and about Rs. 15,00,000 
in fixed deposits. That is after all a very small amount of capital for the 
enormous amount of business tliat is being done in Coimbatore. 

<?, — Perhaps your computation about their capital is rather modest? 

A . — Tt may be a shade higher or lower. 

Q . — You state that the Government revenue might suffer by not having 
many nidhis. Do you now’ rate a good number of these nidhis to income- 
tax? 

A. — AI'l of them are being taxed. 

Q. — Do you think that the income-tax revenue will decrease by the nidhis 
getting fewer in number? 

A. -Yes. 
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p. — Is it hemme tbe raoney whicli is now in the ludliU will l>e iuv^ottod 
on land whose income cannot he assessed to incomt'-taxP 

A. — Yes. Also the fact that the nidhi is doing the work of lending money 
brings more business all around. 

Q . — Have yon any suggestions to make as to the kind of control needed 
to making the nidhis work well? 

A , — That in a iK>int which did occur to me, hut really I di<l not have 
the time to think out the prr^hlem. I do not know what the rnnt‘tionfi of 
the Ri'gistration Department. I thought from sinnng iht' call for tho 
balance sheets and I'crtain other information from Ihi^ited t‘omj)anies every 
year, and that companies are prosc‘ril>ed, that if they do not file these 
figures and halanc*© sn©et.s, it should l>o pos.sihle for the Registration DopaiT* 
ment to exoreme a more effective cxmtrol. 1 am for having the a(XH)unts 
looked into and counterchoiked. 

Q. — Is the auditing carried on effectively? 

A . — It is not the actual auditing that is at fault. H is on the way in 
which these loans are being granted. Bo far as the amlitor is cimcerntHl ho 
lias only to satisfy liimself that a certain sum had been loaned to somehody. 
His time does not permit him to go into the financial status of that parti- 
cular person wlio has hdrroweil the money. 

— In coitain actual cases of defalcation the nmlitor had given tho 
audit certificate, hut had not found out the defah'ation P 

,I.~-The actual defalrntion cases that occni* are very few and far between. 
T think there is now one cix^o of defalcation going on. How they do it is 
like this ; Supposi' 1 am tho dislionost secretary t>f a niilhi and T want to 
make some money. I go to a man wlio has no immev. and no lands and no 
other assets at all and tell him I will he able to lend him money. I ask him 
to apply for a loan of Rs. 5(K>. get it sanetioned and tln' sec retary and the 
dirf^’tors shari' Rs. l.r>0tl la^tween themselves and Rs. r>0() is given to tlie 
man. Just to satisfy the shaieholders one or two letters are written to him 
asking liim to pay inti'n^st and 1 h* iiia\ just pay tin* interest for oiu* or two 
years and then drop off. Finally the debt is writtim off as irrei'overnhle. 

Q — Have you heard of any < nses of bogus pmsons getting Ioann? 

.1. — I have not (‘ome across any. hut 1 have Inaird. 1'liere have Ikhui casoM 
w)H‘re bogus cases }ia>’e Ihhmi jiut forward and loans giatiUsi and pam^ed. 
M’liev do not know who the person is who has ohtain<‘d the loati. We do not 
allow had debts unless it is fu'ovfvl. 

— You ate ciM’tain that a <nrefiil sciutinv of tin' working of the nidhis 
and a m()r(‘ cdfec tivi' cont rol of tltein are ms’essary ? 

A. — Y(*s, juimaiily in the intet*ests ot the poor shareholders. 

^fr. }fufhin < '!( tf t njn r \ What is your cntmioti in taking into account 
Lad def)ts writtmi off when assessing for income-tax? 

/I. — >fa>' I know what \ou mean by ‘ ei it4‘rion ’ . 

Q . — Whothei it is reliable or not? 

.1. If it is genuiiu' l»ad debt that is wa it ten otf wi» allow it ^riie 
assessec' has to {uove that it is genuine. 

Q. Do you want him to prove that it has become ix had defit? 

,1, He has got to satisfy us that he has made an (Uideavoui* tu recover 
the atnount and faiUsl, or convince us that the man has become a panp<‘r 
and that it is not worth sjiending so much money in trying to reisivcr the 
loan. 

Q . — ] give you an example ; Biippow* 1 had to get Rs. 5.f)00 fioni a man 
and 1 write it off. I have not filcnl a suit to re-cover the amount hut nimply 
sent a icgistere<l lettei'. Would you insist that I shouhl file and suit and 
then only if I am not ahte to recover tlie amount 1 Khuuld wriU? it off? 

.l.-“I would not insist upon tliat. Only if I have Home suH{)i(‘ionH a« re- 
gards your hoiui fitlrx then I will ask you t^> prove, otlierwise I allow the 
thing to written off as had debt. 

Q , — Another thing : ‘^upix>He I have to rc»eover Rk. 5,(KK) and I file a 
.suit and get a deci^x‘. I lave a ray of hope that I may fx' able to recover 
about Rs. 500 only. But still I write off the whole amount. But I aliio 
promise that if any amount is received from him later on that amount will 
bo duly credited in iny hooks. Will you accept it ? 

A. — Certainly, we allow. I myself have allowed scores of such cases. 

64 
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Mr. Oopala Men on : You said that the Registrat ion Department is nut 
exercising due control over the balance sheets submitted by the nidhis and 
joint-stoc'k companies? 

A , — I do not like to make a statement so sweeping as that, but I infer 
from the evidence that has come to my knowledge that the Registration 
Depai*tnient could have exercised better control than they have been doing, 
not 80 much control over the routine work as control over the actual working 
oi the bank to see that the shareholders and the general public are getting 
proper return for their money. 

Q . — They ai*c expec ted to sciutinize the balance sheet as to whether it has 
l>een prepared according tcj the Articles and the Memorandum of Associa* 
tion. That is what the officers of the department are expected to do. We 
have heard this complaint elsewhere also. Do you think that the officers 
to do this work in a place like Coimbatore, i.e., the District Registrar or Sub- 
Registrar have got the qualifications necessary for this scrutiny? 

A . — 1 do not think accountancy is one of their qualifications. 

Q . — Most of them merely do Registrar’s work. They are mostly recruited 
from graduate's in arts or graduates in law and by tlieir qualification.s are 
not fitted to examine the balance sheet in the proper mannei"? 

.4. — I supjKisc that is tlio inference. 

Q . — In other places we were told that this function should be separated 
from the Registration Department and entrusted to others who can exercise 
better control and examination of joint-stock companies and nidhis. I 
suppose you agree with that view? 

, 1 . — Yes and no, hcc-aiise the Registration Depaitincnt do exercise a cei tain 
amount of control by thc‘ power they have to call for certain periodical 
statements and by the prosecutions that they launch if those are not filed 
within the proper time. I should say also yes if the people who are going 
to examine tlu^ acc'ounts aie given the same power as the officers of the 
Registration Department. Both these should bo under one and the same 
department. 

Q. — Tn that case for the Registration Department only people who are 
properly trained to carry out these duties vc^iy satisfactorily should l>e 
entertained and the work should hc^ entrusted to theun. Tliey must possess 
knowledge of accountancy, and husiiu'ss cuistoms, ete. 

A . — Yes, that can he done. 

Q , — Otherwise due control over the balance sheets cannot he properly he 
exercised by the ordinary Suh-Registiars and Registrars. 

A , — Certainly. 

Q . — So eithei' it should 1 k> taken away fiom the Registration Department 
or the Registiation De])artinent should take in officers who can do tliat sort 
of work ? 

.4 . — Yes, that is what T think must he done. 

0. — Otherwise there will he ciiticism from the public P 

A , — T should think so. 

(The witness then withdrew.) 
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Saturday, 8th February 1930. 
COIMBATOBE. 


H E 8 K N T : 

Mr. li. M. lltM)i), i.C.S. {( hit irmtiit). 

Mr. P. J. TuOM.Vk, M.A.. U.LITT.. PH. IK 
Mr. C. Gopala Mkniin, m.i .c. 

Diwan Jialiaclui JJ. Mimnwami N \vi di , ii.a., ii.l., 

Khan Bahadur \'. Hamkku Sru an M\HirAin S\iini Bahadur. 


Mr. WELD DOWNING, Planter, Coonoor. 


Oral evidence. 

l itc ( him utiiii : Mi. W old Downing, yon aro a jdaiiUn in tho NilgiriN? 
Havo you got vour own ostato!*^ 

A, —Yes. 

O, — Ik it \silhin oasy roach liom tho (’oonoor towu^ 

.1. — It IS 10 niiloK from Cootkh)!* and 17 miles Ironi Ootai uinund. 


Q . — Have you got su(ii( ioui rash fucdilios irom the liuporial Bunkl^ I 
proMimo you got loans trom tho Impoiial BankP 

I — Wo got loans eitluu' trom tho Imperial Bank or trom tho Indian 
Bank. Ttio Indian Bank linan(<‘s mostly the (’(winoor taluk, while the loiad 
hraiioli ot the Imperial Bank hnam-es tho Ootaouinund side. Tims thoAC'; two 
hanks, with tlio addition ot vaiious private rnonuy-Iendors the 

planters. 

O. — You theretore g^*t adequaU^ tiunkiug laoililios r* 

4 — Yes. 

(J . — Do you jind any diHitulty in ohtaining (ash iicuu any othor tiankat^ 

.4. — None at all. 

Q, -Have you any oxperioruv of othor estuU^si^ 

A. — What is geaerully doiio is that the estates in the interior of the 
district send one of their Supei iutendeiits in a cur who arranges to get money 
for tlieir weekly I'ouuneim'iil.s from th(*M? hanks in tln^ d (stru t hoadcpiartoi , 
fiome others get llieir money hy insured post. My own opinion is that this 
is a crude method of getting money. 


Q. — What do you regard as the maximum distuiue from wliicdi you can 
go to the hank for purposes of hriiigiiig money ? 

A . — An average of 20 miles radius from an estate may l>e regarded as tho 
maximum distance for transacting business with the hank. That comes to 
about 40 miles journey to and fro. 

Q — Xyq there a numher of estates l>eyond the 20 miles limit 
A. -Yes. 


Q — Do you know what arrangements are made hy the planters in Mysore 
for getting money:'" 

4 — I am not convei*sant with Mysore. 

Q — The Bank of M> t ^re has o{>entHi a l»i anch in the Noi th Mysore area 
at ( higmagaiore. i)o you think that branch hanks would greatlj’- facilitate 

traiisactioii-s. 

4 — Speaking out of my own expenetu^e in my district, the convenienoet 
that would accrue in oi)eiung branches of the Inunsrial Bank would be ve^ 
much both to the Bank as well as to the various planting commuuitiee. ti 



506 . 


would not involve anything more than a small staffs hut it would l>e certainly 
most advantageo\is to the estates. Taking Mysore which is a coffee centre, the 
planters can ill-spare their Euroi>ean Superintendents or Managers to go 
on chasing af)OUt country during the busy season for the purpose of collect!^ 
cash. At that time the crop would lie ripe ifor hai^i'est and it is imperative 
that the supervihioii should l)e at tlie highest pitch of efficiency. Jf similar 
branches are t)pene(l here, it would certainly l>e advantageous to us also. 

Q . — Is there anv marked difference l)etwcH}n coffee and tea cultivation P 

A. —Yes. 

(). — Employment of lal>our on the tea estates is more steady than on the 
coffee estates P 

,4. — Yes. CV)ffeo rcHiuires labour only at C'crtain months of the year and 
(luring a particular season. 

Q . — Can you give us an idea of the amount of (’ash that would l>e r(Xiuired 
for paying tlie coolies employed in your estate? 

A . — We may take that an average of one coolie would he rcHjuired per acre 
and his pay range.s between Hs. 15 to Rs. 20 per month. 

n — How are these coolies paidp Are they paid in cash or in kind? 

A — We pay them in cash, in many other estates a grain issue is also 
made, hut we do not give any graiii issue, hut pay them cash for it. They 
buy their own grains out of the cash from the local bazaars and .sliandies. 
As regards the coffee plantation the coolies are paid a lump sum at the end 
of a season at the final settlement. 

Q . — You do not, ol eour.se, pay voiir coolies hv bearer cheques P 

A.— No. 

Q . — About tlie grain advan(.*e, you pay in cash. Wliore do they get their 
grain ? 

A. — 1'liey purcliuse it outside the estate from bazaais. 

0. — The cash then goes to the merchant, does it not? 

.1.— Yes. 

Q . — Do you consider the present arrangements are the best possible for 
the su])ply of cash to the coolies p 

A . — As far as iny district Ls concerned, the present arrangements aie quite 
good. 

S b — You say that you are better off than many other estates? 

. — Wo are only a minority. 

0. — Do you woj’k on your own capital, or do you also borrow' P 
A. — Generally we draw bills for three months on our banks or agent on 
our bill of lading, lint the time this falls due, tlie tea will be sold and then 
Wo repay the amount. 


Q, -Y"ou have agents in London? 
A. -We have got agents here and 


I(Oi\don. 


got agents here and these agents work with their agents in 


Q . — Are there any marwaris in the Nilgiris? 
A. — Yes. There are some marwari merchants ; 


A. — Yes. There are some marwari merchants also, but they are not now- 
n-days flourishing. 


Q . — What do you regard as the fair price of tea? 

A. — It all depends on the price prevailing in the tea market at the time. 
At present lie. 0-10-9 may he regarded as a fair price per pound. 

Q . — Do any of the other planters make advances to small growei-s of tea 
from whom they purchase the leaf? 

A. — Yes. 


J.*— Do you do that business? 

i, — We do not think that it is sound from the producers’ point of view, 
because he gets a certain sum of money and signs an agreement to sell his 
leaf to the parties within a period of one year and at a fixed price. After 
the tea is produced, he does not get the value prevailing at that time in 
the English markets. This is detrimental to his own interest. He could 
easily sell his produce in the market at a fair price, but owing to this stipu- 
lation, he does not get any real benefit. We do not do this kind of damaging 
business* 
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<>.— Is not tho saino i.ractiit' going on with regard to lH>tw«»ou Itig 

esUtes and hig njiiyuuung firms t 

4 — Tb<?re is not likely to much loss m the eoffw liusim»ss. I Imre is 
no surli c*<>ntract also with regai'tl to c'offtH'. and if tliore is any . it is 
to tt very small extent. The hnanring of coffi'e is really a tliftovent matter 
from the finiiiuing of tea. 


Mr. iiojmla Mruim : Do the planiei's dei>©nd on horrowcMl money for their 
cultivation expenses P 
/I. — No, they do not. 


Q . — Do you mean to .say that tlu* w%*ulth> plauuu's do ii<»l honour 1 lien 
how do those plaiUiM.s who have not enough rt'sourtx's, got lunds l(U' 

cultivation e.\peir>es P 

.1. — They do not l»ori‘ou lor the routine work. 


Q . — 1 liavt' got a slatemeiit 1 roin .m planter here u lio sa>s in his written 
evidence that a wealthy planter woiks on his own resouri'es and that hi.' 
Ie.s.s fortunate Inother have eitliei to mortgage their estates oi hypothecate 
his rrop>. to a )t;ink nr iirni who advaiu-<*s tlu‘ n<'<H"'‘Narv mom'>’ ((>!' tiu' working 
expenses." 'Jo whom does this statement nderP 

.1. — That staUnnent f>nly applies to cofrn‘ planters. Init not to t<*a. 


Q . — Is the produce let I to wait I or a giMKl ret urn in tho local market cr 
tho foreign market? 

.1 . — As I'ogards the foreign market I should sa> no. a*' it eoiiu's jt is put 
on the market and sold, 

() — Dotii c(dfc‘e and tea’:' 

.1 . — C.’offee is \H*rliaps kept a little muit' than lea. wlneh is gemnally sold 
straightaway, liecause it delorioriitc‘s more cpiicklv than coHee. 

th- — ^^ hat aliout the local market r 

A . — If there is a demand in the local market them thc' lea is immcHiiately 
sold. If there is no dc^mand then it iN ship[>ed to liondon oi sonic* other 
foreign market. 


Q . — Suppose in thc* intermediate* stage lieloic* tin* eollee limis a market it 
has to wait, is it tho [iractic'C to raise mone> on it tor the* caisumg seitsoii ? 

A . — Most certainly, when the time is (omiiig to i*lapse it must Ik.^ ho. 

Q. — Do thc^ banks advance' m()nc*y in aiitici jiation ol a heU<*r rofuin on 
iich goods? 

/ A. — I cannot say it is on the anticipation ol a hctlei' return, 1 liey will 
/ advance against hyiiothecatiou ol the crops. 

it generallv raiscjd through liank.s or private hi ins who luuy 1 k) 
taking over the coffee and exporting it? 

A. — I should think it is generally the private firm who is tlie inter- 
mediary between tlie banker and the planter. 1'he tiling goes through a 
firm. 

Q — 1,1 sueli a case will the institution of publi*- wurehou,sc>s ho of any 

use to planters? i i i t i 

A. There is not the system ol warehouses now lK.‘c*uiise each estate looks 

after their own produce. 

-That is with regard to European planters? 

A. — Yes. 

Q With regard to tlie Indian planters do you think tiiere is any iieceH- 

sity for public warehouses in which they can keep their stock, raise tho 
hnanee and w’ait for a better market ? 

A, — 1 do not think so. 


I Because I do not see there is sufficient trade to justity tho erection 

and maintenance of public warehouses. 

Q You told us a little while ago that the Indian planteis arc finauemlly 

in a bad wav. Do you think the erection of nuhl.c warehouneH in the.r 

interest would velieve them from their financial diftcultien;’ 

1 — If the majority of the planters sell their own coffee individually 1 
would say ‘yes’, but' the majority sell it through the local people on the 

spot. 
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Q . — It iH to eliiiiiiiati" the8o local nioiie^ -lenders uho charge hitler rate 
of interest, and in tlie interests of these ignorant planters wiat the public 
warehouses should V>e erecte<l ; and thus to relieve them from the clutches of 
the money-lenders P 

A , — In that way if the public warehouses become in a measure a clearing 
^house where sales take [ilace, where these people could store their eoffee until 
the price is good, then most certainly it will l)e a step in the right direction. 

Q , — That you think that is necessary in their interest? 

A . — 1 think it would l>e more in the interest of the smaller plantei*3. 

Q . — Along with that wo shall have to create an agency for marketing 
puj poses and also for projiuration for the market? 

A. — Yes, that is right. 

The (Iminnaix : Will it lie possible for the factory to manufacture the tea 
of the small man separately? 

A . — At the present moment wlien the tea is hrouglit from one small estate 
it is mixed up together with others and then manufactured and then a 
perc*erituge according to the proportion or f|uautit.y of leaf brought is set 
apart as the manufactiiied ten of that estate. 

Air. (fOjxild Afenon: WJio is doing the work of curing and cleaning the 
coffee at present? 

A . — These coast firms, Messrs. Pierce Leslie Co., Messrs. Stanes & Co., 
etc. 

Q. -They also exiiort the coffee afterwards? 

A. -Yes. 

Q . — So tJie raw coffee is sent to them and tliey clean it in their i)ump 
houses ? 

A.— Yes. 

Q . — Is that the case both with regard to the European and the Indian 
planters? Have the European planters got their own iiump houses? 

A, — I should say it is generally done right tli rough. 

Q . — AVhat percentage of the cost of the goods is taken for cleaning and 
curing? 

.1. — I am afraid 1 am not conversant witli coffee market now, because I 
left the coffee estate 20 years ago. 

Q . — Aro there any co-operative socueties or stores amongst the estate 
labourers? 

A . — Not in jiiy district. 

Q. — Are tlie estates running institutions to encourage the savings of these 
labourers in the way of provident funds or gratuity? 

A. — Y"os. 

Q . — Is theie any compulsory life insurance? 

A. — No, nothing of that sort. 

Q. — Anv schools for the education of children? 

l.—Yei. 

Q . — May I know whether the practice of runiiiiig ctiits prevalent amongst 
the labourers in tlie estate? 

A, — Yes, there used to be amongst them but 1 think it is now going down 
at any rate in tea estates. 

O . — Have you liad any complaints from the labourers that the conductor 
of tlie cliit has not paid the amount in due time? 

A. — No such complaint has come to my notice. 

Q. — We are told that in the tea estates there is work for the labourera 
throughout the year but in c*offee estates only for a certain period in the 
year. Is it possible to encourage some sort of home industry in the coffee 
plantations in order to retain the labourers in the estates and give them 
something to supplement their income? 

— 1 would rather leave it to bo answered by a coffee man since I am 
not convei-sant with it now’. 

Q . — You said in reply to the chairman that the cheque habit is not so 
popular. Is it amongst the lower classes? 

A . — I think the chairman asked me wdietlier we paid in cash or in cheque 
and I said in reply w’^e never paid in cheques. 
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Q . — Yon c'onsidcr thni the chcHjncs are the most popular sYstem of tran9- 
aeting biieinesa? 

*4. — I most certainly think so as regards estate business for all payments 
to firms, liquidation of debts and all that sort of thing. There is no neocns- 
sity of keeping largo amounts of money in the estate and it is a most excel- 
lent check on book4ceepmg. 

Q. — But the only difficulty you have is to send your man every time to" 
the headquarters to get your cheque cashed? 

A. — Yes, 

(1. — Are there any small hankers or joint-stfK*k banks in the locality P 

4 — Xn my district there arc. 

Q. — You borrow both from the Indian banks and the European banks? 
,4.— Yes. 

Q. — Have you had any difficulty in raising money from the Indian bankei-s 
whenever you wanted it? 

.4. — None whatsoever. 

Q , — Do you think there is scope for the expansion of banking or branch 
of a joint-st<K'k hank in the estates? 

A , — In my district no, but I think in some other districts there is gfM)d 
scope. 

Mr, Th omas : May 1 know in what form you exjiort your tea? Is it in 
the completely finished form? 

.1. — It is ready for the eonsiimer. 

0. — Tt is sold hv auction in the London market? 

4.— Yes. 

Q . — Is there no market within India or C’eylon where you can sell it? 

A . — There is a gwid market in fndia itself. Ft ca?i he inunenscdy im])roved 
upon. There is also tlu* Oolomho weekly market. 

0. — You do not send your tea to Colombo market? 

A. — Very little of South Indian tea goes to Colombo market. 

0. — Is it possi))!e to develop a regular marki't for tea in the new harbour 
of CWhinP 

[ — There are certain prospects of a good market ther(‘. 

Q . — Seeing that there are many estates in Southern India it might l»e 
advantageous to have a local market in Cochin? I'ossihiy it might onahh* 
you to get a higher jirice? 

A , — Personally I have no olijectiori for that idea. 

Q — What is the jiroportion that you spend in commission and oilier 
charges for sales effecUxl in London? 

A . — The brokerage and commis.sion paid in lAUidon comes to about 21 per 
cent of the value, 

0, — You do not send it direct? Is there no forwarding local agency? 

4. — They do not charge a commission hni a flat rate which covers tlieir 
charges and gives them some return. But that margin is very small. 

Q . — And the ])ii(*e is not known before you ship the tea? 

4. — T do not know whether you know the procedure. The tea is shipped 
to London and when the cases an ivc there a certain number of vnmm are 
opened and samples taken from them. Then it is t/c^sted tlu' tester sayw the 
tea is worth so much. After that it is put in miction. 

Q, — Then, the procedure is the same as in Coloinljo? 

4 . — Yes. 

Q . — ^We hear some talk of a tea restriction scheme. Is it likely to 
materialize? 

A. — It has not made much headway. 

Q , — Is it feasible if* have restriction of tea? 

4. — I should think it is. 

Q, — Do you not think that if the tea planters of India and Ceylon con- 
tinue, they' could control the price, seeing that India and Ceylon together 
produce the bulk of world’s tea? 

4 — I should not like to \ye definite on such a large question. 



Si 2 

Q . — What facilities are there in the estate* for the lal>ourers te save^ 
for plarinj; money on dof)f>«it with a safe institution? 

A . — There are no public facilities. 

Q. ^How do they keep any money that they mij^t have saved? 

.4. — They just Rive it to their neip;hboiirR or leave ^ with the ea^tea 
themselves ; but they generally take it away from the estate and send it to 
their village^ be invested in land or houses. 

Q. -Thev do not invest in postal savings bankf;? 

4. -No.‘ 

(). — The habit is not growing at all? 

A . — Not at all. 

Q , — Is there any means of encouraging their savings and inducing them 
to put their money in savings banks? 

4. — If you tnlncnte them to that habit I think they certainly would do 

HO. 

Q . — Are the pfistal savings hanks cIom' hv or far away? 

4. — I really an not know whether all the i>ost offices have savinp^ hanks. 
.Sfieaking of iny district I think it is closehy. 

0. — vSecing that the lalKiurers arc* living in hirge numl>ers around ostAtes, 
would it not he advantagcoos to op<*n special savings hank facilities for 
them ? 

1. "'! think it ch*sc*rvc*s a trial at any rale. 

Mr. (iitfuiUi Mrf\(n\ : You want hanking facilities? 

4. — Yc*s and also to (*ducnte them for placing their savings in hanks 
wluot* th(*v can g(*t not only tin* money thc‘v had dc |>osit(‘d hack when they 
want it hut also some small sum in addition hy way of inleiest. 

Mr. Th onitts: If the* kangani.s are first csliicatcsl to do so will not the 
hihoiirt*rs follow their example ? 

l.~ Yes. 

0, ' Wlicj arc* the money-lenders that k*n(l money io tlie Ihidagas? 

.1 Wc^ call them marwniis. 

Q — Ho tli<*>’ hu\- the* produce? 

4. — "I'liey might huy coffee hut not tc‘a. They achance money on lietel 
crop. 

t,>, - Do th<*v take* potato'*" 

1. - They do. 

Q,— Are the tea factories maintained hy the estates primarily for the 
pieparation of their own prcnlucs*? Or do thc*y also handle the prcxluce of 
neighhouring small nlanters;*" 

4. — Mainly for ttieir owji produce* and scHsuulaiiiy for others. 

O. — Dcm*s it work out to the achantage of the* small producer? 

.i . — Yes. it docs. 

If gnH*n tea is worth an anna and a half, what will lie the value of 
tin* finished [o cxluct ? 

.L — At the pr^t^sent rates ruling in Dondori it will Ik* worth about 15 annas. 

O . — AVhat are the difTerent varieties of tea jiroductnl in the Nilgiri*? 

4 — ^riiert* are different vari(*ties, it dt*pends on the way it is manu- 
f net u red. 

— T want to find out wdiether the kind of t<*a exported from Nilgiris 
is oL a higher quality than is exported from ]>»^rie<*ling ? 

4. — It is. 

Q - — Ho the small prcHliuxms sell the gretm leaf to the factory or do they 
only get it prepared for the market? 

4 — I (Jq jiqi know of any ease in wliich they get the finished product. 

Q. — Tn that case the difference lyetween the price tiiey receive and the 
price realised hv the purchasing persons is rather (considerable? 

A . — We take four pounds of gi'een loaf to make one pound of tea. 
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0. — Very There still remiiiiis 4 utinas. Wowld it l>e reMonabl^ 

profit for ine factor?’ 

1. — We have to 8{>erul for inaiuifa^'turing. packing and shipping. Thera 

is a margin of one anna or one and one-fourth annas. It is metre ex}>enKive. 
The estate tiianafi^er will get a profit of only three^-fourtba of an anna. I 

should like to poM|t out that four |>ounds ot green tea is required for on# 

[mund of tea. ^ 

0. — What is the I'ost of production of a ponnd of tea in tlua NiljjjiriaP 

.4. — The average of one pound of tea in my part of ilie district is 

from eight annas to ten annas, t'ifty-five to sixty cents jier pound. 

Q , — Have you ever Ihhmi ahle to find out whether this c'ost ran l>e reduced 
liy applying in<»re M*ientifir metluxis 

.4. — In caM» the tea n*MMirrh is Ixung more inoiv»ns4Ml the ('ost of production 
will go <h»wn. Their re.st‘areh work will of <n)iii*se iiniirove the quality hut 
not or inrrejtM' in the prix-t^ss. Kstiinates uie made from year to 

year and they are carefnilv wateluHl and scrutininod and any variation is 
notiet»ahle. 

~ Do you think that the expenses of the inanagenient can l>e rethioedP 

.1.- N<i ; they <‘annot l>e i'e<liK'e<l, Of f^iurs«* we may get men at chea|>6r 
rate for supervision. Whetlier he is an Indian or Kuroix?an if you want 
giHxl men, you hn\e to pay him well. There is no eco!u>iny. 

You would prohahly r♦M^^^ire h*sser nundHu* of people nsstimlllg that 
men are ahler. You < an prohahly place a larger estate under an abler nianP 

A. Of tours** we can do that. They want la*tter training even though 

that will ri*rtainlv rtxlute tin* cost. 

Q. Do \ou think that it is po.ssihle to pnalme tea on the <*o-operativ« 
l»asi«> hv thos** who cultivate 5 or 0 iwresy 

1. I do uot s*‘e anything that hwiks as if it would make it less. It w*ou1d 
n<‘<*d <*\p<‘riinents. No definite reply can Im* given on the matU*r. 

At what raU» do you <lis(*ount your liills drawn on London? 

.1,- 'Fhe rate varies ; frsitn fi to 8 j>er eentP 

O . — ( ould it Ik* KMluced? 

.1 . 'rhat- <lep«*nds upon the nsuance, 

(^. -Thr**** months sight? 

.1. Yes. 

V. Are the la< ilities that von enjoy now in any w'ay Indter or worse than 
those enji>ycHl hy th(' Ceylon planters? 

.1, — I cannot say. 

Thr i Am i niKitt : With legartl to these Hndagas growing t4*a on small areas 
i*- there any ^ipposition to that h> the higger planters? 

j — None at nil. 

Is there not much of stealing? 

.1. -There is n certain nmount til theft going on hut not of leaf. 

<i/. -Have you g<it a large iiuinl»ei of factories which huy the leaf hrought 
hy the Hadagas ? 

.4.— I dunk that proper su|>erviMon is lUHCRsarv. Then* uh<*<| to Ihv 
tremetidous coffe** stealing. Thai can Ik* done on the dark**Mt night with the 
gunny hag under the tri*e. Plucking up of t4*a leaf can Ik* clone only in 
hroad day light. Even in lactciries theic* Is not much of theft. The p^pl# 
who pluck the tea leaf cannot use* it. The* c-oolie and the kangaui get# 
commiK^ion very rarely. 

(Tho w'itn<*s.s then withdrew.) 
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Saturday, 8th February 1930. 
COIMBATOBE. 


Present : 

Ml*. H- M. Hoon, T.C.R. {(*h^irman). 

Mr. P. J. I'lKiMAH, M.A., B.IJTT., PH. II. 

Mr. V. (jOPala Menon, m.l.c. 

Diwan lialiiutui H. Mi ninw ami Xayi iii , u a., ii.i... m i. ( . 
Khnn Ualuuliir \. H ameeo Si ltan M irk air Sahib /iahMdnr. 


M.R.Ry. VITH ALDAS ANANDJI SAIT Avar gal, Tiruppur. 


Oral evidence.* 

The Chaliindii: Y(Hi a cotton inorohant? 

1. Yes. 

Q. — What is ilie cliii'f hnsinoss yon are enjiaRod in? 

A . — My cliief hn.sinoss is only c*otton hnt for tlie last two years I have 
sifippetl, 

Q . — You are not doinp; any hnsiness now? 

.1.— Doing hnt not largely. 

(h - Yon are th*a(ing in cotton. (n v liat way r .Av a mcrcliani or ((nninis 
si on agent? 

A . — J am a inercliant buying outright. 

Q . — Yon iiivarialdy hny through yonr coinniis.sion agents? 

.1.- — We buy directly Kappas and .sell it to the agents and export it to 
Bombay. 

n — From whom do you hny? 

.1. — W€> are buying from middlemen and <‘nltivntors. 

Q — Who prineipally? 

.1.— We will hny from tliose wlio bring eotlon to the market. 

— Yon }>ny largely from the ryots or from the middlemen? 

I’h rough the middlemen. 

— You give advance? 

.—No. 

Q , — On what teims do yon buy? On a week’s credit or cash? 

A .—Cash. 

Q . — Yon hny it for cash and then sell? 

A . — 1 buy Kap|>as for cash from thii middleman and after ginning we 
sell the pure (‘ottoii. Then we calcmlatA^ the pri(‘e to .s«>e whetlier it is a 
Iwnefit to .sell locally or to export it to Bombay. 


t 

t 

t 


—On what terms do you .sell? Ts it on cash or credit? 
—All cash. 

—In Bombay P 
—All cash. 

-If yon are selling at Bombay yon sliip it? 

—We send it to CaHcnt and from there we ship it. 


Por written evidence, vide pp. .^11 of vol. H, 
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0 . — Your iigoiii in IkMuUwy it^ 

.1. — Ye«, rie tH'llf* it for oa*»h. W© t«k© Uio uiotioy in atlvaiU'O. W© abo 
tak© the doeuiiieiitj^ thmugli the agents of cargo«a Metii»rs. Pteroo, Laalie 
A: ('o., and Madura Company. \V© get it to the fiuuk and draw money from 
there up to 8C> i>er cent. 

.—No advant'c are given to the ryotaP 
No. 

. — The luiddleinun huv:s outright and tieUb it to you P 
Yes. 


(j — Hoa many niiddleiueii are there l»etwcH»n you aiui the eultivatorP 

\ — One or two ; they are the link and chain wlio in)!!!!!*!! the punhaser, 
the eiiltivator and tile inerehant. 

Q . — Do you carry on any tither hu:>ine>»^ l>e^ides tliat of cotton merchautP 
Any bankP 

A.— No. 

Mi\ Uoitala Jienon ; Yon complain of ilm lack of orgauiaatioii of markeU 
ingP 

.1. — Marketing is rtxpiirtHl. 

Q — You say that at pre.sent facilities exist only loi marketing ox(>oit 
crops Y 

4 — Yes. 


Q. — M’hat are those crops yt>u refer toP 
.1. — ('otton aiul groundnut. 

Q , — Have vou got proper facilities for itP 
.1.- Yes. 

O.- For others sui h us rice, chulam, etc. h 
.1. — The hunks do not give money. 

Your point i.s that there ale <‘<*rtain Jiindranci‘s for clu'up marketing 
ot other product; than cotton and groundnut. Whut is the remedy you 
suggest:-' 

.4. — Co-operative smieties and village .soeietie.s should giie money. 

y.- You say that you want lainded warehouses for ktH'ping these stocks 
and find a sale. Hut who will l)e responsible hi run lliese wareJioiises F 
/I. — Co-Operative societies and the imperial Hank shouhl run. 


y. - You said 
suggest any hotly 
A . — (\>-operat 


that hunks 
who can inn 
ive stK'ieties. 


must 

these 


iuii. Apart 
w'arehou.ses Y 


from the hunks can yon 


Q, — If the hanks of (iovernment were to ttmslriut the warehouws and 
lease it to private' petiple w ill they furnish the necessary deposit for running 
the warehouses Y 

A . — They will undertake such things. Wo ha\e to pay the kist in Febru- 
ary. March and April to the Government. Now lading the kist ^teasou they 
are not able to get pro|K‘r pric-es for tbeir stuffs. 


— Therefore you f>tt\ that they are not getting their full price P 
.—Yes. 


<|f. “To enahJe them to do that }<>u want bonded wan'houses to advamu 
money on those goods and store it and sell in the right tiineP 

.4. — Yes y now the agents come from the nei{pd>oiirhood to buy the 
produce. 

Q . — You also complain for want of facilities for marketing. Do you refer 
to village tracks that it should l>e iuiprovod and that some liotter arrange- 
ments shoukl be made for transportation. In what way:-' 

4.' — The cultivators living in the villages have n<» facilities to bring their 
prodttc-e to the market. 

Q. — You sav that bad roads are one of the reasons. Blow traffic is 
another. So tn© improvement of roads and expeditious transport are tfie 
urgent problems in order to facilitate l>ctter marketing and get l>etUr price 
for Uie i^ot? 

4.-iaa. 



0, — Do you not think that the^e ryoU arc luring a |H>rtion of ihetr Vftlue 
of tne produce by the middleman or the money-lender from whom they tak<' 
advance during harvest P 

A, — Certaimy. 

Q . — How U) avoid that? 

A . — In iny district there are three kinds of measures ; one is 80 tolas, 
72 tolas and 04 tolas. The middleman buys or sells. He buys at the rate 
of ten ineastfies j>er rupee (72 tolas) and sells at 64 tolas and thus makes 
a profit. There is the loas sustained in false weights and measures used. 

O . — Are the ryots not being able to find it out?' 

A. — No. But I know it. 


t 


-What is wanted is the standardization of measures? 
-Yes. 


4?.~^Witb regard to the iiuligenous luinkers you say that they run the 
risk when they lend money to the ryots and that their lives are constantly 
in danger? What do you mean l>y that? 

A . — Bo many coses of sessions. 

Q . — Who are the indigenous hankers whom you relerrt^si to? Bowcars 
or Multan is? 

.4. — Professional nu»ney-len<lers. Both side's commit mistakes. When 
the Nattukottai Cheiti files n suit against liim the summons will not reach 
the party. They will arrange like that. Then they gel a decree. Then 
he goes ^or japti and to .sell it in auction. The party will l^ecome wild. 

U . — Js that ])rc-arraiigod with the bailiff and village ofhc‘crs? 

A.—Yt^H. 

loiality ? 


1 

t 


-Who are the proiessional money-lenders in your 
-Nattukottai Cnettis and some merchants. 


the money-lenders, is that not 


IS 


— No MultanisP 
-There a?*e some sowcars aKo. 

0. — Other money-lenders? 

A. — The ryots themselves lend. 

Q, — The higli rate of interest charged 
a cause P 

.1. — That is also orie of the causes ; suppo.se a man borrows Us. 1,000. 
Within tliree years it will iH'come Us. 5.000. The understanding is that tliey 
wili have to nay 15 to 18 per (‘luit on tlie money tliey have horrowe<l. But 
actually on the [iro-iiote they write per i*eiit. When he fails to pay he 
goes to the court and gets a decree for .‘16 per <* 0111 . Thus the interest, origi- 
nal money and the expenses will come to a big amount. 

Q — Qn the whole the high rate of interest charged hy the money-lenders 
tne root cause of these things? 

A.— Yes. 

Q . — What remedy can you suggest to bring down this high rate of 
iiitex:p8t ? 

A . — The Government must undertake ; then it is easy to bring down. 

Q . — Why not the i>eople in the IcKality combine together and start a hank 
and help the ryots and lend money at a lower rate of interest? 

A . — It is impossible by anybody except Government. When we want 
money for trade, the Government collects the kist. Both coincide and clash 
togotiier. . 

Q . — You say that the co-operative societies are doing some amount ot 
work? 

A. — But not satisfactorily. 

Q . — That is now run hy the people themselves? 

A.— ^In one village there is a co-operative society. They give for their 
friends, relations and favourites. 

f . — You want Government help to organise more co-operative societies? 

. — The Government should help the (‘o^opeiative societies. 

J . — Why don’t you develop? 

. — Now everyhixly undei-stands. The Registrar and the Assistant Regis* 
trar are taking pains. 
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Q — That imivst ilex eloiKHl. lii.Ntvad <4 4 otii^ (it>Vi»i nnu'ni for help 
(Government money must i'onie. People iinist eimihiiie ami start eo-i>|H^rtttivt> 
soeieties, 

.4. — The pmviileiit fumi money aiul the life insurant*!* eoinpany must bo 
utilised. 

V--" You want (Government hel|» for the to-operulive MKUeties. Hut 
already the Government is helping them. Why tio you i\\)i develop the 
eo-o|>erative JWK'ieties yourself y 

.4. — Now everylMHiy understainds the movement. The IVputv Hegistrai 
and the Assistant Hegistrar aie taking imuh pains and it is coming into the 
projiei way. 

O . — So that must In* develope<l insiemi of again going to the (Governinenl 
for help. Is that not su’r 

.4. — The money which is tlie essential thing must come I roni the (Gomm u- 
inent. 

V- — rhi* people themselves must l omhiiu* and start a r»)-opei‘at i ve siM'iety 
and then if you want you tan take luoiu'v either fiom the (’eiitral Hank in 
.Madra.s or tin* District Hank. In that casi* why should you go to (iovern- 
ment ? 

.1. — There is a raying m Tamil 0^0 lij. 

'I here is tin* savings luink money and the provnh*nt fninl is also there with 
the (ioveriiment . 

Q. rin* whole* trouhle is lha< in inanx plac'<*s you ha\e ho hanks. Wh}' 
not the people* of >cmr stamp in tin* locality join logc*tln‘r and start hunks 
to h<*lp the poor ivotsi" (*an it not he done* if you all join together'' 

.1. ” 'I'he cpiestion is nliethei they will all coinhiin*. 

So, that comhmation cm co-ordination is u anting in the ccjuulry and 
therefore ail this trouhle has arisen r 

.1. Yes. I'hc* (iovcrnmc*n( have* pasM*cl ruh‘N and regulations to help 
the pCHiplc* to dig wc'IIs and hu\ cuttle. Suc h loans trom (iox eminent are 
also very difficult to get. 

Q . — So you say that the* agric*ult ural loans from (»ovt‘rninen t att' not 
doing much gocnl to you 

.1. -They do not. We ha\c* to c-omc into tin* gocal Icniks of the authori- 
ties. 

(J. — If you get chea|> money thi.s trouhle can Ih* axoicltslr 

A . — Yes. 

— You suggest that the post office might grant life* insurance policies 
for .small sums. J)o you want the (ioverninent to begin simeulution husitiess 
in life insuranc*e also? 

.4. — No, no. In the jmjsI ofUc'c they have got the Oriental Lifc^ Insurance 
and through tlie Goveriiiueiit the life insurance company gets the money. 

y. — Tliere are a nuiiilKU- of life insiiramo eompanic*w? 

A. — Yes. I siinplv gave an example. In regard i/o the postal savings 
hanks, there aie wrtain rules and regulation.s whicli the uneducated who 
form alnnit 75 per (*6111 do not know and they are given so much trouhle 
hy the post office staff and so the iH*ople never go then*. To c*iicciurage the 

small ryot^ to .save small sums of money I would suggc*st that the post office 

grants insurance policies for, say, Hs. 200. 

Q , — Do you think that the small ryots will U? aide to pay the prmiiitinis? 

A.— I think it is easy for them to pay Ks. 2 a month. 

Q . — Instead of that do you not think that the co-operative society will lx? 

able more to encourage the sayings habit 

A, — It requires proper auditing. 

Q , — When you say tha^ there is no proper auditing do you mean that with 
reference to nidhis and chii funds? 

4 , — Well, here also it is the same thing, ft will l>c very difficult for me 
to explain to the Committee the things that are going on in the villagea. 
We in the villages know what they are. 

Mr. Will you give an example? 

A , — The brother-in-law and the uncle distribute among themselves. 
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Mr. Goi/ulu Mf'nffn : It* lliert? iiiurh atlultertttion of (irodtit'e goin^ ou in 
your cJustrioti^ 

.1.^ — Tlie ]>ra<lu<'e liui* t<j tx? clividixl into two ktittls. For insiatice, cotton 
it* a world crop whoroaB grain and other loodiituffb arc not bo* 

O . — Are you j>i€Mlging crops to the hanks to get money? 

.4. -"-Only the linjH*riu! liank advainc^s money on the security of cotton 
but not on the security of other produce, to the ryots. 

0. — 1» there no other hank which does the aaiiie thing? 

A . — There are hunks. 

(^. — The iin]>ortant difficulty for the l>ankerH to advance money is the 
Jack of g(x>d quality of the i-onmuKlity and .sometimes they cannot estimate 
the value of the pio<luc‘c plcdgcxl. Is that due to tfic adulteration of the 
com motli ties? 

/I. — There is no adulteration so far as the foodstuffs are coucorned and 
even in regard to the commercial pnKlucts there is no adulteration in the 
raw' stage. 

When th<‘ (otton is giiiiuvl, is there Ick) much of catering;" 

.1.— No. It i.s only when the eotton is to he exi)ortcd in bales that the 
adulUM'ution takes place. 


O.— "How ? 

A. — If there is an 
adulteration. 


increiise of Its. 20 per <andy then there will l>e the 


Q. — So, yon think that there is some adulteration going ou ? 

.1, — Ytvs in regard to cotton. 

Q . — How can you avoid that? 

A . — It is not possible for anybody to avoid that. 

-Supjiose an oiganization lor exaiiiiiiing the goods, say. in important 
plai‘ 1^8 like Y inidliunugar, Dindigul and 1'iruppui, is estaldislied, ilo not 
you think that we can avoid adulteration? 

.1." I have got my own exi^erieme w ith n'gard to that and when I think 
of it J think of it w'itli .sorrow*. 'Phere wa.s the best quality of cotton grow'ii 
here and it was selling at a price of Its. 50 more than in other pla(*cs. ! 
moved the Government in the matter and when we had pre]>are<i the by-laws 
and everything and when the thing was aUiiit to be brought into force the 
Government withdrew* its helping liand. 

Q. — So, it is not possible to avoid adulteration? 

.1. — It is not jiossibie. 

Q . — Do not you think that uii a<s*ount of that we are getting a less price 
for our coinmouiiies ? 

4 — Not only that. The quality also w ill be ruine<l if steps are not taken 
to remedy the evil. What 1 w’anU*d was to linve rules and regulations as 
in Berar. This is tlie first market in the J'residency and I movetl tlie Govern- 
ment in the matter and it was after finding that nothing was forthcoming 
from tlie Goi eminent that I gave the matter up as hopele.ss. 

(j — tioiiig liuiiking business or money-lending business? 

*1. — No. 

O . — To what community do you l►elong? 

A . — To the Gujarati comiminity. 

Q. — Are there many ]>eople of your community doing banking business in 
Tiruppur P 

A,— No. 


f . — Are there only Multanis? 

. — There is no Multan i either. 

(J . — Then who is doing hanking business there? 

A . — Only the Nattukottai Chettis. 

Nni/iidu : Mr. Seth, you live in Dharapuram? 

A. — Yes. 


5 — For how’ many years have you l>een there? 

. — 1 am a Gujarati, my fatlier came here and 1 was Wn at Coimbatore, 

— Have you some experience of the villages? 

Yue. 
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O— Why is it tliat you fjo to the vi liases? 

,4. — Now there are gins an<i everything. But in days when Uiese 

did not exist except hand gins we went into the villages and made a cnndract 
for the <*otton and advanc^ the money. 

S — You are going to the villages to advamv iiuinev to the cultivators? 

. — No. We advance money only l4» the merchants. 


Q , — You were purchasing cotton through the inerchanU hy giving advan- 
ces to them ? 

.4. — Yes. That was in those days hut not now. 


t 

t 


-Are vou a inonev-lender ? 

-No. ’ 

-You trade in cotton? 

-Yes. 

l>o you trade in gi o\indnut 
-Kometiines I have undertaken 


it . 


Q . — Have you trndi* in other kinds iii piodtue apart from groundnut and 
r otton Y 

A .- -Sometimes I have done likt* that. 

Q. — .Vow what is the position of tlje orilinar> enltiv^ulor in a dry area? 
Is he aide to get enough t<»r <‘arrving ofi his \v«)rk or dcwss lu' get into debt? 

.1.- During the last tift^Mui years irn »‘\pei U‘ne4‘ is that the> iue getting 
worsen. 


What w as it before 15 years ? 

.1." At that time the <liy enltixatois will plough th«*ir binds in the wasoii 
and they were getting something from tin ii bulliK k carts w liieh afti»r their 
work was over they were smidiiig fot tin* us<* of th<» \ illagers ami others and 
so they were happier at that time. 

— But iluring tin* last 1-5 veins tlie\ are worse:' 

A. —Yen. 

(>.— Why? 

A . — The first thing is that they iK^oine lulpless ami they cannot (jet 
money from anylxxly. Secondly, thei** is not even a shower of rain during 
tile pioper time. Tln*r«*fore day aflei day lie has fo ek(‘ out bis livelihood 
hy iloing emilie work. 


- Suppo.se >ou take the or<linui v < ull ix ator. How mu<‘h land do you 
expex't him to have so that he may live with iiis family xx ithout defit? 

.4. — If there is rain at th«^ pi'oper time 5 a< res t>l land w'ould Iw* cpiite 
sufficient, for if he has two hulls then* xxill Im* mutual help among the vil- 
lagers tlieinselves. 

Q . — You said that for tlie past 15 years lie is not having goofi facilities. 
Hut Imfore 15 years was he getting facilities? 

.1. — He was getting help then. 

(J . — Who x\as helping him? 

.1. — The ryots were lending inoiiex among lliemMdvcs and the inercliantH 
were also helping to some extent. 

Q . — Are the inen*hants living in the village or merchants residing outside 
the village? 

A . — Tliey were IkiIU from inside the village and from outside the village. 

Q . — During the last 15 years are not these jn-ople giving money? 

-4. — No, lKHau.se there is a drought of money. 


Q . — What were the rates of iiiUuest Iwdore 15 years generally? 

.4. — Nine to tx^elve i>er c-ent among the ryots themselves and almost the 
same rates were charged hy the rnenhant.s. 

Q . — What are the ratc*s of interest now' during the last 15 years? 

.4. — For mortgage of lands 12 lo IH per emit and on pro-notes per 

cent and even more. 

0.~;Who is the lender? 

.4. — Now the Nattukottai C-hetii mostly lends the money. 

Q . — Do yon know of any village in xxliich a co-operative society is work- 
ing? 

4* — I know of the co-of>erativo societies :n the snrrounding villager. 
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Q . — In tli^ villager* where the c*<>-<>|>er alive MKriety 18 working has the 
iriteresi gone down? 

A. — The working f>f the <*o-o|>erative wieiety has not yet lowered the rate 
of interent. On the other hand. I may wiv that the interest has ariaen. If 
A has got money from the Ko^ iety and B has no money and cannot get any 
money from the soc'iety, he goes to the sowcar who seeing the helpless condi- 
tion of B charges higher interest. 

Q , — Do you mean to say that the .sixdeties do not lend money to the people 
who want money and who have property to pledge as seiurity? 

A . — Ho who IK influential, and is able to make his power felt rightly or 
wrongly can alone get money from the co-operative society hut not the 
honest |>oople. 

Q . — Do you think that it the civoperative Kocieties are worked so os to 
incroaH4> thcnr transactions and give loans ]iossihly to ordinary people, they 
will go a long W'ny to help the cultivator in getting money at a lower rate 
of i rite* rest? 

4 — Yes, If there are different s#K ieties like the trade so<‘ieties and other 
societies, the thing will develr>p. 

Q. — Are the ryots extravagant in their life or are they very economic 
in tneir hahit? 

4 — Tlie ryots can 1 h» divided into thre<* classes. Some of them have 
turned into coolies and some have lx*c‘onM‘ <inmkards and it is the third class 
who remain economic in their hahit. 

Q . — Are they s|>ending a lot cm marriages and on jewels? 

.1 They do not spend much in the families where the elders are alive, 
hut where that is not the case the younger generation are spending a lot 
on such things. 

.\f r, Thinuds : What do they drink? Is it arraek or toddy? 

A. — No. They take only to the foreign hipiors. 

il/r. Muniswfnni y<iy}Nhi : Do you think that land mortgage V>anks which 
W'ill give loans to l>e repaid within 2f) or 15 yeais have got scope for working 
in this district? 

.1. — f will hy all means welcome such a hank. 

Q . — Are there any difficultic^s in the titles to the* land? 

A . — There are many intelligent lawyers and there is the CJovernment also 
and these can make sufficient provision to see that tlie dehl to the mortgage 
hank is made a lirsC charge on the property. 

Q . — Do you think that if such land mortgage hanks and money is given 
on loan to the villagers, they will Ik* al)le to repay punctnully every year? 

.1.— Tw'enty years would l)e (|uite em»ugh, iM^t ause in regard to the Govern- 
ment loans for 10 or 20 years to sink wells and other things there has iMHm 
no difficulty in the matter of the loan on the due dates. The same will l)e 
the case here also. 

Q . — Are people in this district taking large loans from the Government 
for the sinking of wells and for other permanent improvements? 

.4. — It is ver>’ difficult to get these* loans, unless the person.s applying for 
them are very influential. Even then tln*y get the loans after some trouble. 
But the poor do not at all get the loans. They have to await the favour of 
other people. 

Mr, Thomas: Whose favour is it that is ne<‘essarv? 

.4. — Of iHiurse the officials ; that can Ik* known even without my mention- 
ing it. 

Mr, MnnisuHimi Nai/inhi: l>o they not require more Government loans? 

4 — For the past five years due to tlie dearth of rain the numl>er of wells 
that have l)een dug is very great ami for doing this the i>eople had to go to 
the Nattukottai Chettis to borrow money for the purpose. 

0.—- There are co-operative soc ieties, are tliere not ? 

A, — Yes, they are only in a very few villages. 

Q - — Supposing the c*o-operative scKueties are startcHl in larger numliers, 
do you think that they will serve the needs of the agriculturists hy giving 
them loans for dij^ing wells and other things? 

A . — If they wiS give such loans then they will certainly contribute 
tow^ards the improvement of the land, 
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Q. — So, in th© villapos also, do yon think that the Kowrar or the villayj© 
ryot has not got money to lend? 

.4. — During the last tive years their monies have heen UlcwkiMl on the 
cultivators' lands. 

Q . — So now they have no money to lend? 

.1. — They have no money. 

Q . — The iK»rsoiis who is actually financing them is the Natt\ikottai 

.4. — Even the Chettis have stopfXHl the lending of their itionoy also has 
l>een hkx'ked on lands during the la.st two years. There are twtuUy to 

twenty-five sho[>.s lK*longing to them and all of them have stopped Umding. 

Now is the tinm alien money has l>ecome very dear and the m^ed for it is 
very keen. 

O. — Wlu> is then lending to tlie agriiultiirisis during the last two years? 

.4. — The agriculturists pay the kist somehow and there is no ptissihility 
of their improving their holdings as there i.s no one to advamv them any 
money now. 

Q . — You told us that (‘otton is grown largely in this district. I)m*s the 

actual (‘ultivator got a good prit^i' for the ('citton that he raises? 

.4. — Tf the cultivator is a rich man and if he can afford to wait for a 
favourahle inaiket he ran get a gootl pri<‘e. Hut if. on th«* otlu'r hand, the 
cultivator is p^K)^ and has got many demands to l>e nud ho has to dispow' of 
liis cotton as early as [lossihle and naturally he will not get as good a price. 

Q. — Ciroiin<lnut also is raised in large quantities? 

.4 Yes. 

(^.-~-Do the ryots get a good value for the groundnuts? 

. 1 . — Th(*ro is competition and as a r<‘suU of it. soimd ime^s there' is evt'U a 
loss . 

Q , — Do you think that the pimple in these parts will he willing to take 
shares in tlie land mortgage hunks if Uiere is a gunrant<‘e that t)u*y will at 
least get 0 per cent inteiest? 

.1 , — If tlu' Ctovernmrnt will guarantee tlu' paynuuit of 0 pen* cent inteiest 
frc'o of income-tax, then not only will there he money forthcoming fi'oni our 
l^iesidemy, hut it will he flowing in fi’oin other courilricvs as well. 

f,). Is land being sold a wav now for debts? 

I - Yes. 

t^.- Is there a large amount of land being sold nwav like that? 

A -Yes. 

Q . — Do tliese lands fetch a good price in the court sales? 

.1 . — The juices now when (‘ompared to the prices juevailing in 
can he said to he only GO jier emit or <*v«»n leKs of what they were. Irrigated 
wet lands whicli were .selling for Rs. 3,000 are now Inung sold for Rh. 1 ,7(K) 
and Rs. 1 ,(S00. 

Mr, (Jo/xtia Mrnon : What was the pre-War price? 

-4. — Then it was only Rs. 1,000, Hut during the time of the War the 
p#H)j)le suddenly grew rich and there was a demand for land, (’onsecpienl ly 
tile juice of land went liigh, hut now the jiriie has gone low. 

Mr. M innsinimi Ycpi/adu .• You have therefore no real ( onijilaint for tlie 
fall in priced? 

A . — The men who purchased had suffered vory^ much from the fall in 
price. 

J K — You told us that the irrigate<l wet lands when sold in j)uhlic auction 
i as much as its real value, is it not? 

.4.— Yes. 

Q. — T.s it true also with regard to dry lands? 

4. — It is not 80 in the case of dry lands. 

0. — Do you think that a number of people who were deprived of their 
lancis have become labourers? 

4,— Yes. 

Q . — For how many years has this process l)een going on ? 

4.— My exi>erienc*e is for the last four years. Within this periral I have 
come acro.ss a number of cases where people who owned lands have lieen 
deprived of their lands and turned t}u?m8elves as labourers. Hefore that 
there were not .so many cases. The situation is l>©f‘oming worse day by day. 

66 
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0 . — Who purchase the#*© land**? I#* it the vilJagers or the money-lenders? 

A . — Both the inoney-lenderH and the villagers. 

Q. — Do the official classes and merchants go in for lands now? Do they 
themselves cultivate? 

4.* — Monied classes and merchants purchase only irrigated wet lands, hut 
not dry lands. 

Q . — You said that merchants have purchased the lands, and that they 
belong mostly to Nattukottai Chetti coinniunity. Do they cultivate the 
land.s themselves? 

A. — They purchase the lands IxK'auso they thought they could get l)uyei*s 
and thus make good profit out of them. But there are not so many buyers 
now and hen(c tliey have to cultivate tliernselves. If there are buyers, they 
will immediaUdy wdl tliose lands. 

Q . — You said that the village comnuiniiations are kicking and must ho 
improved. Have not the communications l>een improved in recent years in 
the villages? 

.4. — S(U!ie of them have been repaired, hut much has still to he done. 

Mr . Thomas: You have just told us that many ryots have Ikcoiuo mere 
Jahourers. Aie they still occupying their old lands or have* they been 
ejected ? 

/!.“ "Some f)f them who have got some stake or otlier in the village aie 
still in the village, hut others who have none, left the village and come to 
settle in towns. 

Q . — What are they doing in the towns? 

A. I hey work in factories and mills. There are al)OUt 25 factories in 
and around Tiruj)pur. and many of them got employcHl theicdti. 

Q — How do these people raisi» money whenever tliev have any urgent 
expenses? 

— They go to the money-lenders just before their i)ay day and obtain 
loans cm tlio promise of repaying it after the receij>t of tlieir pay. 

are tlie money-lenders that lend them money? 

.4.— They are Nattukottai (Miettis, (ioundars and other wealthy ivots. 

— flow do you purchase kappa.s from the cultivators? 

4, — First of all the i)etiy merchants go over to the (iiltivators in the 
village at tlie tiirje of the harve.st and purcha.se the kaj)i)as at the rate of 
He. 1 per podi. They tlien carry it to the markets in the towns and then 
sell it. At this rate, every week or in the interval of ten days, they go to 
tlie village and purchase tlie kappas from tlie cultivators. 

.-Do they give any advances to the ryots for cultivation iiurposes? 

, — A"es. 

Ar(> the cultivators Ixnind to sell their produce to the.se merchants? 

. — Of course, on that condition only they advance. 

Q — ])<) they take any pro-notes from the cultivators? 

A . — Sometimes they do. 

Q . — Is it a fact that the cultivators are selling their produce at a reduced 
price to these merchants? 

4.— Yes. Not only do they sell at a reduced rate, hut they are also 
clieated by them at every stage. They are a set of illiterate ])eop1e and the 
ineivhants taking advantage of this, use false measures and weights and for 
each weigluuent, they make a discount, with the result that they make a 
good profit out of tlie transactions. 

Q . — How do yon sell cotton? Have you any ginning factory of your 

OWJl ? . .7 

.4. — We give the cotton to the ginning factories and get it ginne<l. 

P. — Do the mills charge reasonably for ginning? 

4, —The charges are not heavy, they are reasonable. 

p. — Do you sell the cotton locally? 

4 --Whenever there are buyers, we sell. But mostly we export it to mills 
in Madias and Bombay. 

p.--Do you make use of the bulletin that is published for keeping yourself 
up to date about prices? i ^ ^ 

A,^l am not depending upon t)ie bulletin. T get private information 
from Bombay. 
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O. — Have you any a^onU^ in Boiuhay? 

.1.— Every year wo go to HoiaUay aiul entvr into some lontioclA with log 
merchants aiul mills. 

O . — Do you take any atl\ aiu'os or loans from them? 

.1, — We do not do so generally, hut on rare iKviiisions we get ; we ohtain 
hukiis on demand promissory notes. 

Q . — l>o you ever borrow from the Imperial Hunk? 

A . — For the last two yeai^s I liave not hc'en borrowing. Hefore I used la 

<lo so. 

(J . — Why have you stopped it Y 

A, — 1 am not doing the business nowu<l:\ys. 'I'lie rtuctuation in the 

money market is often disadvantageous to us. ami the seeurity lliey demand 
is very excessive. 

(^K- -Do you ever get any loan from tlie Indian Hank? 

.1 . “No. 

Q.—Do tile other merchants like you borrow money ftom the ImjHU ial 
Hank or do tliey go to tlie MuUanis alone? 

• l.- 'rhey do not get monoy misilx fniin the' Imptoial Hank. 'riuoe is 

much trouble in getting loans ficun them. rho.so could not gc*t the inoncyv 
easily go to tin* Multan is. 

If they havc‘ got goods, eonid not they rai.sc' firodme loans from the 
Imperial Hank and of)(ain money? 

.L- -()nl\- (Ui that condition tlu'v give loans, hut that is not alwa>s possi- 
l>!e and the ehargi‘s, ete. , for the godown are too mm h. 

You said that you liavo stopped the esUton trade. Do you eiiltivate 
your lands yourself or througli ryots? 

.1. -Through the rvi>ts only. I have got also (‘onlracls with tlu* A|pri- 
cultural Dc'part incMit and I could not tfierc'foic' (airs on thet cult ivution. 

How do \<m rcnuinerate your ryots? , 

.1.-1 am pa> ing theun in grains and niom'v. Hesidc M I have gt»t alaiut 
half a dozen culticators and through them also I eiiltivate. 

'i'hen they are hut paid labourers? 

.1 .---Yes. 'rht'V are paitl just like* eoolievs only. 

Docs the cotton sale* society at Tiitippur work well? 

.1.- It works well, l)ut I would suggc'st that msltaid ol helping cotton 
merchants, the> hcli> other cultivators also. Y}h*>' now chuil onl\ with cotton 
inei'ehan twS. 'Dic-y ohtain tlic cotton 1 roiii tiu* various inc‘rehaiit.s and advuncci 
loan on it and selling it at a very tavourahh* market, thc'y icH'OUjje their 
lua’is and pay tin* profit to the nu*rc bants. Instead oi thus lKUN*hting tho 
incMohants. if tliey do their hii.sine.s.s dirc'ctiy with riiltivatorK it will ln*lp 
tile ngrii ulturlsts \c*ry inueh. 'Phe people who icuillv want }n*lp are tlio 
ugr ic nit m ists and not the cotton mere hunts. They do not df rive any hc^lp 
from the soeiety hut it is the mc'rc'liant that really reaps the* fruil. 

th— You therefore say that tlio men who are really lielpud are not tho 
men wild need heli).^ 

.1. — Yes. Tho ryots do not get any help. 


t'l'lie witness then withdrc'w.) 



Saturday, 8th February 1930. 
COIMBATOBE. 


P II B 8 E N T ; 

3fj'. II. M. I.C.S. {Chairman). 

Mr. I’. J. ThoMAH, M.A., Il.LlTT., I»U.D. 

Ml. CV (iof'ALA MkNON, M.L.C. 

KImu liuliaclur V. IIamkku Sn.TAN Mmucair Sajub Bahadur. 

M.Il.Ry. A R. L. V. NATAKAJAN CHETTI AvargaL Banker, 

Coimbatore. 


Oral evidence. 

77ir ('/lainnan: i\Ir. Nataiajaii Clirtli. what hn.sinrss aio you carrying 
nil ? 

A . — Money-londing. 

O.— I n C-oiinhaioro j' 

.1 . — Yom, 

0.— What is the nature of your business? 

.1. — Lending to merchants, traders and «ngriculturist.s. 

O. -Mostly on j)ro-notes? 

.1. -Yes. 


n — ^vhat purposes are you lending? 

.1.- -Fo! bu8ine.ss and agricultuTe, 

Q . — Is your l)usines.s carried on mostly in tlie villages or in the town? 
.1. -Fn the town as well as in the villages. 

n — Are you doing any business in financing trade at all? 

A.- ] lend to cotton inercbants and small shop-keej)ers. 

O — Do you deal in hundis? 

d.—No: 


0. — Do yon deal in nada})pu hundis? 

A. — That is prevalent amongst tlie Nattnkottai Cliettis. 

n — What is the particular merit of a nadnpj)u hundi ? 

A. — Among ourselves in Miulras on the ]6th of every 1'aniil inontli the 
nagarathars meet and fix the rate lor that mouth. Tliat rate is tlio iiadappu 
rate. 

Q . — What is the advantage in having u hundi on which tlie rate varies 
every month P 

.1. — That is the custom among our caste people. 

Q . — How can it he discounted? 

4. — We do not discount such hundis here. 

Q . — Does it circulate among Nattnkottai Clicttis themselves? 

A.— Yes. 

— Why cannot you mention in the hundi a fixed rate of interest? 

4 — We mention only the nadappu rate. 

Q . — You do not use fixed rate hundis? 

A.— No. 

0. — Do you use the inudati hundis? 

.4. — We do not write such hundis. 
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0 . — How manv ditTorcnt kuuLs ol liutuli.s tin you deal in? 

A. — Only tin? nadappu hundi and the? dliarisanti liundi. 

—At what rato do you lend? 

—Twelve to 15 j>er e'en!, 

O . — Do you loud on tlic kaintu sy.sUun ? 

A. — I wiifi doing It Indore Init not now, 

(,>. — Do you imt pay Hs. ainl then toUevl Do. I per day lor Its. liHK 
Do you not lend like that? 

^ A. — Su( h u thing is not done. 


Mr. (rttiHihi Mcnifu : Do vou take deposits from iho public? 
.l.-\o. 


(^ 1 — Have YOU got current atsounl with anv bank? 

.1.— Xo. 

Q . — On what capita! arc .\a)u working? Is it all yonr tovii or hoironiHi 
also ? 

.1.- — On mv on II ( apilal ami also some borrowed cajiital fium otiier Nultu- 
kott ai C’bettis. 

(jh — Do von not borrow from tin* Impetial Jhmk? 

A.— Yes. 


— What is the rate at wiinh yon borrow from the Imperial Bank? 

A. — 'Fwo pt‘i- ct‘nt over tlu* head olli( e rate. 

y. — And von lend that to the publieP 
A.- Yes. 

y. — Do yon lend on single signature or joint signatnie? 

A. — On botli. 

y. — Do \oii take the inoin*y from tin* parlies in inslainnnls or only in n 
lump sum? 

A. — Aecoiding to the lonveiiiemi? of tlie parties. 

y. — How many Nattukottai Cbetti immey-lenders are there in the city? 
.1 N ino. 


y. — And Marwaris? 

A . — Throe or four, 

y. — Js there no difft‘rence in the lale of inlei(*st <‘liarge(l by tiie tlillor- 
ent iiidigenon.s hankers? 

A. — There is no tliireiv‘nee. 

y, — When >on In'iiow IKun the Imjierial Hank is it on your own signa- 
tiiii? or on joint signature that yon borrow? 

.1 — Formerly it was on joint signaturi* hut now 1 get the money ou the 
security of the .shartv> I hold m the Kalasvxar Mill. 

y. - Are vou a director of Kalaswar Mill? 

A.— Ye.s.‘ 

y. — Do the? otiier Nattukciltai ( hettis l)oi row on single or joint signa- 
ture ? 

A. — On joint signature. 

y. — Have you exjK*! leneed any difficulty in gr*tting loans from tin? 
Jin[K*rial Hank'"' 

A. — Formerly the overdraft accounts were M’ttled every three yeart* hut 
now they want it to he done every six inuiiths. 

y. — Do you advance inonev on house property? 

A.~Xo/ 

y. -Nor to laodliolders 

A. — Yes, 1 advance to them. 


y. — To small rvots? 

A.- Yes. 

(J . — Are you kei?ptng an account in any of the nidhis? 

— No. 7'he Nattukottai Chettis are not directoiw of riidhis. 


Q . — When you lend money on hundis do you deduct the iutereiit m 
advauc'e? 

A. —No. 
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“Tlien how in tho intcrtji^t charged? 

-It i« taken for the iiuijil>c*r of day»» it reinaiiifc with us. 

-If the hundi is for two months what rate of interest do you charge? 
-We charge the interc»st for two months at nadappu rate. 

Q , — Are there only two kinds of hundis here? 

A.— Yes, only two kinds, tlie nadappu hundi and the dharisana hundi. 

Mr. IJumfed S\i}t(ui Mmiaiir: Du vou lend to the siual! iradeis? 

A.— Yes. 

. — At what rate? 

— Twelve per cent. 

Foi' what |)eriod? 

.—Three to six months. 

Q — they generally settle their old account before they take a fiCvsh 
loan ? 

A. — They do. 

Mr. Thoiiun: What sums do vou lend to your clients? 

A.— From Us. 100 to Hs. 10, (KK). 

-Do vou not lend sums below Rs. 100? 

-No.^ 

Q . — You state in your pro-notes a certain rate of interest, but do Jiot 
insist upon payment at that rate if it is paid promptlv. Js that not so? 

A. — Yes, we collect at a lesser rate which is mutually agreed at the time 
of lending. We used to write 21 per cent interest on the pro-note and collect 
only 12 [ler cent. 

Q . — I saw' a promisHoiy note ye.sterday where tlie raU‘ of interest iiicn- 
tioned was 3f3 j)er cent but it was mutually understood that only 18 per cent 
need lie paid. Is such practice common? 

.1. — \ofi. Hut ill Udamalpct siile that practice is not coiiiiiion, there they 
W'lite only that rate of intere.st w'hich is to be a( dually paid. 

Q 8ui)pose a man defaults ; do vou claim the whole amount? 

.4.— Yes. 

Q .- — Have you sued such parties? 

A. — Hut generally 1 try my host to avoid going to court and come to a 
compromise w'ith tho party. 

-What interest does the Court award 3’oii? 

-Sometimes 12 per cent, sometimes 18 per cent and at otlier times 
24 ])er cent. 

0. — What minimum rate do you realize on your tiansactioiis ? 

-Twelve per cent is the minliiium. 

(^K — In how’ many ca.ses in the last one yeai' had you to insist upon land 
being sold for the repayment of loan ? 

A. — In some 4 per cent of cases, 

Q . — When the land w'as sold who purchased it? 

A. — We purchase it for tho amount of tlie loan otherwise if the land goes 
for a higher price we do not purchase it hut take back our loan amount 
from tlie sale-proceeds. 

"V , — If you purchase tlie land do you ketip it? 

A.' — We sell it away at the ouiliest opportunity. 

0 , — Do you now keep lands thus acquired? 

A. — One or two. 
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?. — Do you know TiruppurP 
L — Yes. 

Are there many Chettis thei*eP 
Yes, there are about ten or fifteen. 

.—Is their methotl of business the saiae as yours? 

. — Yes. 

Q , — Do you lend on pawn of jewellery? 

A. — No. 

Q . — Of your dealings what i>ercentage is with agriculturists? 
A. — Mostly with agriculturist®. 


# f' '-m 
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J . — Yow <lo not lend on mortgage? 
No. 

Q , — You take pro-notes? 

A. — Yes. 


Q . — Where are those ryots from? Ai'e they from the villages around 
( oimhatore? 

.4.— Yes. 

Q , — Suppose a ryot has not got much land hut is honest aiul hatdwork- 
ing. Will you lend him money? 

A - V’es. 
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0 , — To what class of persons do you charge ]>er cs'ut interest? 

4. — That rate may Ik» stated on inosi pri>-notes hut the lutual amount 


ted will not ho more than 18 per c'oni. 

— Do you lend money to mill eoolies? 

— No. 

— To clerks in Government ofTiee.s? 

— No. 1 lend most to traders and mert hunts. 

— What dealings have you with the nidliis? 

— 1 have no connexion. 

-'You have taken any sliares in them? 

—Yes. 

— Have vou horro\ve<l money on those shares? 

—No. 

— Were tinv iiidhi.s in w hich vou had shartvs liquidatisl ? 

— No. 

— In how many nidhis Imve you shares? 

— Here in two nidhis. 


(The witness Uien withdrf*w.) 

The Committee adjoiirned to meet again at C'aliful on Tti(»<lav the 11th 
I’i'lnnaiy 19.10. 
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Tuesday, 11th February 1930. 
CALICUT. 

P R R S R N T ! 

Mr. If. IVf. IffKin, I.r.S. {f'hnirrnan). 

Mr. C. OoRALA Menon, 

Diwnn Bahadur B. Munihwami NAA'unr, d.a., b.l., m.l.c 
Klian Bahadur V. Hameei» Si ttax ^fARirAin Sahib Bahadur. 


M.R.Ry. Rao Sahib V. K. MENON Avargal, B.A., Calicut. 


Oral evidence.* 


Thr Chairman : Mr. Krishna Menon, to what extent are the co-operative 
«ocieti<*s here financing agriculture? 

A . — Up to Us. Id lakhs. 

Q . — Do you consider the co-onerative rural credit to he satisfactory? 

~lt is not adequate and tlie linancing method also is imt satisfiu tory . 

Q. ~Tn what way? 

A . — Although our societies are called agricultural societit's most of them 
do not emjdoy the funds for agiicultural ])urposes. 

Q — T gather that the agriculturist who gets the loan in the villages here 
is v<»rv often a petty trade?-. Ts that so? 

.1.- Yes. Petty traders are mixed up with tlie agiicultnral societies. 

O,-* What is the money generally u.sed for? 

. 1 .--A major portion of it is generally used for repaying old debts. 

Q . — The .short-term loans are tak<‘n and used for that ])urpose? 

.1. — It is only lately that tlie short-term loans are being encouraged. 

Q . — But are thev being used? 

.1 . — A poi’tion of the sliort-term loans goes to the piodnction purposes. 

Q , — At present money is not available for long periods from the (‘o-opera- 
tive societies and it is necessary to give long-term loans for clearing prior 
debts ? 

A . — We started with these long-term loans hy mistake and the peojde 
have iKX’ome ac<*iistoined to these long-term loams and it is very hal'd ta 
jirevail upon them to take to short-term loans. Jt is only little hy little that 
we are influencing them to take more short-term loans. 

Q . — Do you think that the hulk of these short-term loans are being gener- 
ally used for .short-term purposes? 

.4. — A major portion of the short-term loans are being used for produc- 
tion purposes. ^ 

Q . — Are they Inung repaid? 

.4 . — With very few exceptions they are being repaid. In some cases 
extensions are given. tried to finance ginger in a ginger area hut 

unfortunately our supervision of these societies was not proper and the 
loans we granted were not sufficient for producing the croj). They have 
nepessarily t.o borrow loans from outside and at the time of the harve.st 
priority is given to the claims of the outsiders. 

O. — What loans are required for ginger? 

A. — They require in addition to their own labour^ for manure and for 
.seed, at least Rs. 60 per acre. 

(>. — How' long is the crop on the ground? 

A , — The growing period is only 6 to 7 inonth.s, hut the marketing or .sell- 
ing takes a little longer. 


* For written evidence, vide pages 118 — 122 voi II. 



0 . — ^The preparation is not an expensive business? 

A, — No. The money does not eoine to the ryot until the produce ia aoM. 

O.' -How long does it take? 

A , — Two or three months. 

Q . — ^The loan^ for growing ginger wonbl pro>>al>ly l>e repayable in about 
ten months 

4. -Yes. 

O . — What is the se<‘urity? 

4 — We lend on the se<*unty deinantle<l by the uniimiUHl 80 cieti<»s, with 
two sureties. 




You do not lend on mortgages P 
No. 


Q , — Is that on intsmni of the kannin tenure? 

.i is the more im]M>rtant s^Muri.ty than the land. 

<^. W ln» are the |>eople that are generally borrowing from the societies? 
.\re they the kanatndais or are they th<" suh-tenants? 

.4." Both the annual lea.s^diohlers and the kanamdars borrow. The small 
landholders also lK)rrow\ 

Q — mean the jiuimis? 

.4. - Anyhixty who owns n janmani land is a juiwiii l,t is only the small 
jaiimis \\ht» hori<»\v hut not the hig janmis. 

Q . — Do repayments of the loans de|K‘Md <in the sujH'rvision P 

.1. That de|KMids entirely on the pr€*s.stire that is brought to War. 

So far the village s<M*ietit*s tlo not show any great amotmt <»f respon- 
sibility in enforeing the repayments themselves? 

.4.' Tlie <*onditi()ns art‘ iinnr<»ving of late. Within the last one or two 
veal's, the moim* (»f responsibility is improving. 

Q . — Is there any diflkiilty in the distrirt hank getting the funds it 
MHiuires ? 

.4. — Thefo IR no difficulty. 


Q.~ Avo tlieie (sinsiderable deposits IfMoHy? 

4 — Ves. We iiave now a surplus of Hs. 1 lakh which is kept in the 
.Nfiulras ('entral Bank. 


(?.- Wl lat about tbe other lines of the co-of>erativc movement? Is it 
<‘on(^rning itself nmefi with marketing? 

.4. — Lately we are direi'ting our efforts towards marketing and we have 
seriously eiitereii into the husiiiess of marketing utetaniit. 

O . — Has that lsf*n siu ts^Ksful ? 

.4. — This is the scK-ond year of the exfKuiment, In the first year we lost 
alxiut Rs. *100 hut this vear there is a possilulitv of making a profit of 
Rs. 2.000 or Rs. 3.000. 

Q — How is it finamsMl? 

.4..- -It is financed h^ the district hank. The Hociety purchaaea the raw 
nuts from the inemlx^rs. The raw nuts are cupch] by a scKaety and the cure<l 
nuts are dt*aputched to various c^uitres in tlie (ViIcmI Distriets, Nellore. 
Anantapur. Bangalore. Bowringpet and other plflws^s. The railway rer'eipt# 
are lianded over to us and we pass tfiem on to the <*ommia«ion agenta and 
Uie goods are pra<*ticAlly in our eiistMly exeept for the aeaknens in regard 
to the engagement of the commission agent. 

O. “What diw^s ilu* f-oinmission agent do? 

4. — The e«>mintMaion agent »pI 1« the nut« and remita the money in the 
hank and our agent is alw'ay.s l>y the side of ihf3«M^ ('ommissioii agenta watch- 
ing the sales. As si>on as the g<H>d« are deliverer! to them we take a nn^ipt 
from them and that is the only security w-e have at present. But we see 
that sutkstantial coiiiiniHHion agents are selected with the help of the local 
central hank whcjoe advi^ -* we ask in the matter. 

— Why cannot the co-operative societies sell directly instead of through 
the c^mtniaaion agenf? 

4 — ff tlie eo-operative socdetic^ sell direct hoiv can we ftnanc>e them? 
We want the poss^ion of the goods tiecau^ that is the only security whii^ 
ihe district hank is prepared to accwpL 
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Q , — You mean that they are hieing sold on ereditP 

A. — Yes, Within fittei*ii rluys atter .naie th€» cfinimission agents make the 
payment, 

Q . — The nuts are l>eiiig sold at fifteen days* credit while the hank has 
iUeJl advaiu*od money on tluise iiutsP 

A. — Yes. About 70 to HO j>er cent is advanced hv the hank. The direc- 
tors consider that smne more Hecurity .should Ik? taken. 


Q, — AttfU’ the nuts are put on rail to whom is the ladway res'eipi handed 
over P 

A . — ft is handed over to the hank, hooked in the name of the hank and 
wo have got our agents l>oth at the place where the nuts are purchastMl and 
at the phws^ where they are sold. 

Q . — The dixuments art' sent to vour agent P 

A - Yes. 

O . — Are the go<Hls consigned to liitnr' 

A.— The goods are consigned to self. 

0.~ To wliom are they endorstnl r 

.4.- To our agent a ho liands them ovet to tlje most suitable <-ominission 
agent. Coojerally tluee or four commission agcuits work in one locality to 
(reate competition in the saU*s. Sii()pose gcwals are despatcluKl to Nellort' 
and ther<‘ are t<‘n or twelve commission agerits dealing with arecaniit. ^^'e 
will seU'ct tv\() or- ihrt'e of tin* Irest of them 


Q. You consign your goods to yonr agent in Nellore and he hands them 
over to the commi.sKion agent with a hill and he g<‘ts tin* documents on 
acceptance. Is that soP 

.1. — On rec<Mviiig tlu' gcMals tin* <-omniisKi(m agent gives us a r(*ceii»t, 

(^K — His trade is carried on mi credit luisisr' 

4.— Yes. 

(). A^our agent in Vellore cannot sell himself?^ 

. 4 . He (*annot hcM. 


O.— Where does his financial rcsponsiliility coiru* inr 

.1 . - Generally a solvent man is selected ns a commission agent. 

n — What about the timber traded Wheit' does the timber come from? 
, 4 , - From the Western Ghats. 

(J . — Is it all (jiovtM iiment fore-st !" 

\ — Private forests also exist. 


Q . — ft is sold on the spot? 

. 4 . — The man who brings the log to the market obtains the right from 
the landlord to cut a mmiher- of logs at a certain royalty. 

(,>, — l.s that not the case with the Government forest also.^^ 

4 — Yes. For so many cubic feet so many lupei's will l>e paid to the 
landlord and the man wiio pays the mont*y will get the right to fell tinil>er 
in the forest belonging to the man. 


n — Where does the money come from? 

. 1 . — The ri('h ones work on a portion of tlieir own capita! and tlie smaller 
traders entirely depend on borrowed capital. 


.—“Frojn wliom do they borrow? 

. — They borrow from \he lo(‘al shroffs. 


— Are thev Multanis? 
.—Yes. 


h — On what terms do they lend? 

. — Cienerally about di per t^nt more than the Tmixudal Bank rate, 
t That is a cash credit or short-term loan? 

,^They da liot give cash credit. They take only three month.s’ hiiudis. 


— Wlrefy? does he get his money from? Does he dis('oirnt? 
. — He duKHJunts in the Imperial Bank. 


<?.— What is the se<‘ur*ity for the hundi? ^ ^ 

A.— The kK*al position of the man who draws the hundi is the oi^y secri- 
rity and no other security is needed, ^ ^ 
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0— It i?> <h»wn on ihv of tJio 

If a man is rcpwi^l to W » fairly big tk»ak*r tlio MiiltAni allows 
II bigbor bititiulo for fM>rrou ing. 

Q . — At the tiiiio tbo huiuli is drawn there is no artual traiiHaeiion which 


laktw pla<*e 'f 

.1* — Ho druw.s iho hundi and takes the iiuhiov from ibo Multani. 

U. — That IS the !*i»giiniing of the business P 

.1 .—Tienerally the poricxl of three nmnihs is not sutiiciont for realising 
the monev from the sale of timlau . What takes nIacH* is that he has got 
acxxmiimx(atton with ihrtxi «»i four Muitanis and wnen the |h>i uhI with one 
Multani expires he iKirroW'* from unotbei and pays the tiist man and thus ho 
Ijrolongs the whole cr<xlit. 

(t — What bapjH’Us after the tind)er is ultimately liixjught down to t'ali- 
cut P 

;i. — There are tind>er menhants here who purdmse the timUu’ hitmght 
down* 

(J.~ IfocN he sell the tiiidKT for cash? 

.t.~ *f{e sells It nuistly for < asfi and sometimes he tak<'s hniulis also frtun 
the purchasers* 

O. — Wfiflt about the merchant who buys the tiinlK»rP 

i . TIh* timla'r merchanl who has secured an m dej for thonsamis of (Mihit' 
fei^t of timiKu- purchases the timlKU* <'i>nverts it into the proper sijit^ and aells 
it and pays tlie amount. 

0. -Ih that done on his own capital F 

1 . -Only a portion In'longs to him and the rest of the money is borrowed 
capital and he draws a hnndi for the amount. 

(^.“-Tlicrc is no a< tual pledge of lindn'r? 

.l,“--'rhat dix's not exist. (icnerall> if the man is not solvent the seller 
insists on full payment hut if he is a solvent man, tfie seller takes a portion 
of the mone> and takes also a hnmii. In soim* eiises for the whole amount 
a huinli IS takmi It all (h'pcinls on the soi\'cik 3 nl tin* [>aily. 

Tile hnmii is imsiMl on tin* contiH<*t of sale? 

. 1 .- Yes. SonietiiiU's tliow w lio have got money piirehast' these logs of 


the Multani. 


(J.~ l>oes he 
1.-^ fie sells 


uUo from 


tlinlK.*r and kt'Cii Uiem till they are able to get higher prices after the 


logs of 
flouting 


SfMson IS 0\'<M 


y.-- f.s that iloiii* with tlndr own capital? 

I. 1’liai also invoK es liorrow ing ami those persons who have got 
largo < rtslit with the .Muitanis <lo this husiiii'sH, 

O They cannot iKirrow' tfirongh a hnndi? 

,1. — They can. 

J, — They take tin; humli to the lin|ierial Hank? 

1. — Yes, it is discountefl there. 


1. — Yes, it is discountefl there. 

Q . — At what raU^ do they diH<*ount 


the export firms like 


.1. It is f pci C4*nt oi 1 [M‘i- cent hovm than the lending rate of 

the imperial Bank. 

0 .~ Is it the same case with tiie emonnt fihti* also? 

A. — (Generally, the c(H-onnt yarn i« exported by the export firms like 
Meaaru. I^iercx;' lycslie. 

(J . — How does it get to the linn? 

\ — Xh© Anns enter into a contract witfi the log dealers to Hupply a 
cx?rtjiin tonnage at a fixed rate* After sts nring that ordei the l»ig dealerii 
go and pnrehaH© from the smaller |>eopl© who prepare this yarn. 

(J . — Who pays tfio actual jircKiucerV 

A. — Her© als<i the fnindi plays an itii|[><>rinnt part. Hut sometimes the 
ex|>ort firims give some money to the reliable bigger dealers to whom they 
give the <x>ntract and tlieae in their turn distnbnt^^ th# |m)onnt to their 
Mtib-deafers. But that generally not sufficient. The full amount is not 
given by the expoit in©rei:ant». They have got some capkal ef their own 
astd they take some money from tfie e.xport firms and they als<i draw hundia. 

O — Xba haadia are ustxi by the Muitanis P 

A. -YeSr But there are also two or three Brahmans who do the same 
hind of htisimiiM, 
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» — ^They ab>o use the saiiie iyins of hundift!*^ 

Yes. All these hundis are payable three inontiiH after. 

— Ifi it three months after date or after sight? 

. — ^Three months after the drawing of the hundi. 

. — Do they l>ear interest? 

.--Yes. 

Q , — Is the rate of interest fixed? 

A. — It is generally 31 per eent alH)ve the bank rate but in some cases it 
goes up to 15 per ctmt even and the interest in dcnlucted in advance. Suppose 
Hh. KK) is borrowed on a hundi ; the interest for thrt'o months is ileducted 
in advance and the balance alone is given to the merchant who draws the 
hundi. 

O , — The Multani takes the hundi to the Imperial Bank? 

A. — Yes. it is the Multani who disc^ounts the hundi in the Imperial Bank 
which does it on the joint security of the Multani and the inercnant. 

“The Multani gets a ]>er cent rcM^luction in advance? 

-Yes. 


t 


Mr. Gopala Merwn: What is the usance of the hundi? 
A , — Three months. 


t 


The (■hairmnn : Is the rate 3^ per t'cnt al>ove the bunk raU‘? 

.1. <ieneially it is .31 per c-ent hut in tlie case 0l ver> ri*lial)lc Muruans 
only head office rates are chargfnl. 

-Is that rate of interest stated in the hundi? 

-I think HO. I do not know myself. 

Q — There are no C/hettin involved in this bnsineas? 

A . — Tliere are very few of them here. The A. L. A. H. Bank is a Chetti 
banK. 

0. — Do the otlier banks fiirami* this Inisiness to any extent? 

A . — These hundis are accepted by the Nedungadi Bank. 

O. “--But that is done through the Marwari banker. The merchants do not 
go direct to the banks. Is that not so? 

A . — 1 understand that sonietiiues the discounting is tlone by the Nedun- 
gadi Bank and the Nedungadi Bank also lediscounts it in the imi)erial 
Bank. 

Q . — The banks do not lerul directly without the intervention of the 
hundis? 

A. — Not, except in the case of pledge of jewels. 

Q . — The banks do not discount tlie merchant's bill? 

.1.- 1'he men'hant’s ))ill is .scidoin discounted without a middleman. 

O . — There are a nuinlrer of local banks? 

A.—Yes. 


V- — They will not directly go to the merchants without tlie iuterrention 
of another banking house? 

A . — Mv opinion is that there is always an iuU^rmediary between the bor- 
rower and the hank. 


O. — You carry on your* own business? 

A. — Yes. I do not borrow from the Marwari. i have got accommodation 
ill the Imperial Bank. Jf ive go to the Marwaris we are finished. The 
Marwari is a general term. I think the Miiltanis and Marwaris are all tlie 
same. Here there are seven classes. I do not know exactly the difference. 

V. — Do yon think that if you go to the Multani or M^irwari to finance 
the timber or coir trade it makes the business definitely more difficult and 
precarious P 

A . — The margin is always ver>' much less. 


f Have you got aiiy experience of the nidhis? 
— I have no experiem'e. 

— Chit funds? 

. — We have got some kuris, 

. — You had some experience of themF 

.—Yes, 



(J.- l)ti ytiU tliMn » (nmitcl w*iy of 

.1. — It ih iho only way of iMiving in the interior of MaUUat . 

0.-<’a!i you give u?» any i<lva of the nunilH'rs?' 

— I do not think there ii» a single inhahitanl ui MaUlmr a ho has tiot 
jt>itied tlie kuri. 

O . — What is the ordinary tune for a kuri? 

.4. — One year, two years and five years. 

O.- — Meud>erBhip 

I — That de|H»nds upon the durntioii and the thket. It deiH'iul.-^ 

upon the total amount and duration. 

-And also the kind of priae^ 

- Yes, The i»riae ehit was the fashion hut it is Uung replw^iHl hv 
auction svstern. 


i: 


t 


Are there many hig o»u\sr 
-Ye.N ; tip to twenty thousaml. 

Manv of them}' 


largo nunilK't and heloa lU 


>1 

'JiUi 


|)m' logger antiuitilN aifoirlmg (i» {In 


rlheral.s it 


L'iiei ally montldy . 


aiuoiint> to Rs. fn e tliotiNatuI, 

ami Rs. form the highest nunilH'r. 

(^f,- The hulk of theiiiF 

.1 . The total amount can he ohtaine<t hy casting loU. 

And thoM» ar<» monthly I-' 

I. SmalU‘r anuMints aif‘ monthly 
harveHt it they are landlords. It they are 

0.--Are there thousands ol them:' 

.1 . - - A vv ry I a rge n ii iidn* r . 

y.*~ls there much of swindling?' 

.1. Latterly it has Ihhmi pliuinl on a very legal basis. 1'lie proprteloi 
Mho conducts the kuii has got to turiiish a stsiiritv. 

What is his namer 
‘ KuriiiUMr(>an ' . 

He is the proimrterr 
.1.- Yes. 

turiushod security tor the iuemlK*rsi" 


t 

t 


. — And he 
Yi>s. 


y. - Am I riglit m saying that lKH an.se he w ants loans lie is « onducting 
the kmir' 

.1 . — He wants money at a lower rate of intert*sl. 

y. — They may Ik* peiMriis whose crtnlit is not ver> high*:" 

.1, —We have gut vt?ry suhstuntinl j>e<»ple tH>nducting it. 

y,- Wliy do they do sor 

A. — Sup|>osing a landlord has got a delit ol twenu thousand ruiH.H>s he 
tuinishes a stHiirity and conducts a kun and clears the debt. 

y. — What rale of interest thws he pay ':" 

.1. — Generally V2 |km ('Oiit ; very big aiiimirits II pel ix’iit. 

y. -On landiMi properlyr 
.1.-8 to It jK'r cent. 


y. — Wluit IS he paying it he gets from a kurii" 

A He gets the whole income. He takes the initial coUcKtion. 

y. — A share of the sulMKripiton ?" 

4 — Very scddoiii ; no share in hig kiiris. The interest in the big kuria 
is the coin|>enHatioii for the promoter of kuris. 

y.— Ho does not get a share of tlie balance after Ui© auliaoquent inataL 
moots are put in aiictioii 

A , — Three thoummd is olleited initially. Three hundred or five hundred 
is set apart for expenses ; three hundred for iniereat for thone who do not 
get in the first tto^- 


Q , — If it is an auction chit there is a further balance f 
A , — That is distributed among those who do not get. 



584 


O.-T^o you think tluit th4>y are iiit'reaHiiig in nniniMjrf' 

A . — I think there is a wt hark also in the^inind?^ ot the j»tH)ple. They 
think it a trouhlw^jiiie hunineaH. 

Q.- — Thc?He things are very' largely develoj>e<l for lack of coniiminicaiionr' 

A. — I think Hf). Nowadays people are leluctaiit to join •the kuris on 
a<'<,'oiint of the troubles. 

— l)f, y<,ii think that it is ni^<‘essary to enernirage the formation of 
kiiriH? 

I — Formerly the lianks were not in existein-e. They had no chance of 
getting cash anyway c'xcept by ineans of this. As the hanks develop there is 
a wt hack. 

Q . — If the co-operative scK-ieties and also a uumiKjr of joint-stock bunks 
develop is there any no^-easity to give any facilities for forming kurisP 

A . — Somehow it has got a stronghold on the peoi)le. I do not think that 
the country will he atfiM-U^d by stopping it. 

What will ha]>p<m if tlie Government simply does nothing — neithei 
eneoii rages or discourages? 

/!,“ In certain cases it does some useful work. Suppose there is in a 
house an elderly woman. She has got more than half a dozen children. 
She goes to her neigh hours and ask.s them to suhscrilve five rupees j)©!* month 
and purcha.ses a eow. She has no credit anywhere. She eannot borrow. 


To that extent is it a prcH-arious husin(»ss? 
.l.-ln 


thi.s casc^ no document is necessaiy. .^11 i.s verbal and all those 
are eorrcK^tly ohsei ved. 

y. — I)cH\s it not follow that there is considcrnhle risk and that she will 
not pay hac k the money ? 

4. — \"ery seldom ; there are cases where money is lost also. 

— Do YOU think tliat with the development of other forms of hanks this 
would he curtailed? 

.1. ~ Hig kuiis will stop. Small kuris among the working classes will 
continue. 

Q . — Would it he j>os.sihle to control them effectively in any way? 

.4. — Tt is left to their wdil. 

y. -Sui)pc).se that registration and maintenance* of accounts are insistc.Hl 
on with the provision that, if they fail to do so, no court wovdd take cogni- 
zanee of any suit on l>€hnlf of it? 

.1.-- There should he the minimum. They mu.si have complete lil>erty to 
borrow' a c'ertain minimum. That is one way of saving money among the 
poorer people. Big kuris are also Irouhlesome. 

Q — Anotlier suggestion has been made that tliey should come under a 
controlled audit system? 

.4. — In some of the kuris they have no accounts. 

<i^.-~--AI)US(\s are .so frcH|nent as to demand some interfereiiC'C by a public 
authority? 

.1. — At present all big kuris are started only after the security is passed 
Oil to the members by the starter-. In c»ldei\ times it was not so. 

Q . — Do you think that control is necessary? 

.1. - In these eases control would U* necessary. Anything al>ove JTs. 200 can 
he controlled. 

Mr. Cofftila Menon: You state with regard to these kiiris that strict 
control is necoRsary. I want to know' which are the different kinds of kuris 
oi C'hits that is prevalent in Malabar? 

.4, — ^One is by trying the luck by ac'tually easting tlie lot, i.e., the Naruku 
kuri. The other is the auction sy.stem known as the Lela kuri. There is 
a third .system also which is c-alled the Salary kui-i, Jn this the man who 
eouclucts it takes a remuneration over and above the interest he is able to 
get on the amount collected. 


Q . — Is there any other kind? 

i.— Th 


-Theie is the prize kuri also. It is the most objectionabie kind oL 
kun. It is a later development and has come into existence during the la^ 
ten years only and a large number of such kuris ai^ run in the city of 
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Q , — You iiientioiuM) o littV whikp aco of u kind of kuri ky whicii U old 
Judy tiK>k a suir^ ol iiiou**y for « siKHiai puriuistv. What is tlio nttiuo of that 
kuri ? 

A , — Of easting lots:* 

(J. — Is it not whnt you call Saliaya kiiri^' 

A. — That is a little diffei'eiit. To give an example suppcw tiieie is a 
cloin€*«tie ealamitv in iiiy house and my total for that <'alaniity 

is Rs. 200- I call twenty persona and request them to <x>nirihute Rs, 10 tMu li 
and thus 1 get the Rs. 200 I want. There is only this one payment and after 
chat it is diseon tin tied. Suhseoueutty this amount will Ik* paid hy me at the 
rate of Rs. 10 per month to the }H*i>.ons who have t'cnlrihuUnl. 

Mr. Minu*trami Xaifiuiu : There is iu» interest F 

A . — No interest. 

Mr. itttjMihi Mritttn : K there an\ legal iihhgutiori iinpos<H) upon the 
individual Ui pay r* 

A . — I think if the tnatter (oinev to <-our( lu* will Is* e<»mpt*IUsl to pay. 

y. — When the part> eont i ihut^'s, |^ it iloiu' >\ ith the idea lliat he w ill get 
hack the iiione> r 

.t .—There arc* uUo c lassitieat ion in that. 'rhc*n‘ is one* kuri calh*<l 
^ehangathi kuri' oi' fiic>iulship kuri (‘ehangaihi' inc'atis friend) the* amount 
of wJiieh is <olle( tc*d from tru‘iids and eonipamons. In that no r4»|»a\ment 
is expected. 

— III sahaya kuri als4> I nnihustand thcTc* is no ohiigation to rt*pay on thc^ 
part of thc^ pc*ison wlio lake's th** monc*\ . Do yon think that tin* pnrt\’ is 
ev|K*cted to repax r 

,4 .- Yes, the parlx is «‘xp«’cted to repa> and in some* casc*s c*vcn a regular 
list is nunh* up ami gixen to tin* parties as to who will he* paid and at wlmt 
time. say. tin* tilth montli. tin* third niontli and so oo. 

Thr <Vni/i/aoa; In that case* tin* Iwnehciarv ic‘pays as In* thinks (it " 

A. — Yevs. In sin h kin is tin* amount is always rx*paid. In not a single* 
instance* has theic* U*<*n no i‘c*pa> nieiit . 

(J. — It Is a dc*l>l tif hoinnir and not (Imrity;" 

.4.“- It is a del)t ot honour «nilv. And the nnd«*rstand ing that wln*n 

a similar oecnNM>n arisc's in (In* other man’s family all this must he* i<*paid. 

Mr. Mnutu : Is th<*re not anothe r kind of kuri ealhnl ‘pavat knri ’ 

or ‘kuli kalyanam ' i" 

j !t IS more oi U*ss similar, hut iii this case* there* is also a feast 

c<*lchrateHl on the* eK casion a ml all the- pe»rs4His x\ ho c eune* to that coiitrihuti* 
mone>'. Whe‘n a man is m ne‘e*d ot capital In* says he* is g<»ing to pe*rforni 
a kuri kalxanam. This is alse» a ileht of hoiumr and rcpavme*nt xx 111 In* 
effe»<*ted. 

Q . — ThcFi is there not the <*omhination of the* narukii kuri and the* hda 
kuri? What is that kuri c alleel? 

.4. — Su()|*ose there* are ten pei*sons in a kuri. At the* time* of the* auction 
nolicHly wants to hid. Then natural l> there is only otn* option and iliat is 
to cast lots. So if in an auction kuri nohenlx bids for a low<*r amount nt 
the time ol the auc'tion. then as the* mdy other alt4*rnative lots are cast and 
this is the* C'onihination of the* lehi kuri unci the* narukii kuri. 

— So in all we have got the narukii kuri, the lela kuri. the prijw* kuri. 
the chnnguthi or friendslii|e kuri. the payat kuri or tlie kun kalyanarn and 
the sahaya kuri? 

A. — Ye*s. Afewlificat ions 'also there arc* ace'ording to the ingenuity of the 
persons. 

if. — Will you exfelain to us the system ado}>t4*d in f'aliciit with regard 
to the pri*4* kuris. say. v he»r<* the*re an* ,'ff)0 tickets of Rs, 5 Ui la* paid 
each month? 14o thov dra all the .IfK) tickets? j understand that they 
draw only the first 60 tickets for 60 months? 

^ .4-— Yes. 

Q . — And each man who gets the lot is given Rs. ')00 and he has not to 
pav anything more? 

'a.— Y« i. 
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happens oii ibe 6lbt inotiib:^ There are 24() people leftr* 

. — All of them are paid the actual auKmnt they have j^id iiluii a 
small sum, say, 8 aiinab just by way of interest. The interest in this kind 
of kuri cornea to a very large sum. 

Q . — I wan told that a iktsoii who conducted the kuri repudiated pay- 
ment of the priiw? kuri in some iiistancen after the COth month. Is that 
truer' 

^ — This prizes kuri is the most outrageous and lots of people are being 
swindled. 

Q , — fn a kuri like that what is the obligation on the part of the starter 
U) pay the money hack ‘r 

A , — The man collects a very large amount and if he declares insolvency 
then the whole money is lost. 

Q — [)(, think that prize kuris should lie stopjierl? 

.4 .“This st>rt of kuri is the most ohj<H tionahle and must l>e put down. 
This is merely swindling people. 

Mr, M uikimiuimi Xof/uilK: Do the <*ourts re<*ognizr‘ such kuris 

4 „ — 1 do not know niinh about that. I think some five or six years ago 
the High ('ourt said that it was illegal and some twisting t<>ok plaet* in onlei 
to make it legal. 

}fr. (injMild Mt'n(d) : What I wanle<! to know is. tioes it [)ai'take ol the 
nature of a raffled 

A . — I think so. Hut it differs from that in so nnich as the interest is 
not accounted for. 


V.- Y(Uir objection in the case of prize kuris is only in the case of indi- 
viduals; hut there are some public and charitable institutions running 
ruffles. Do you ohjtat to thath 

.1 — Hafht^s I do not oliject to. 

y.- Hut this prize kuii partakes the nature of a raffle and therefore 
you oliject'' 

.1, — 111 the raffle the priucijial is not paid back. In the case of the 
ruffle all the persons do not get what (hey have ]>aid but only a lucky few. 

Ill the case of a prize kuri we can expect tiie principal to l>e rejiaid. 

(J . — Do you think tliat tin* starttu* of such a kuri should l>e askeil to 
furnish a deposit*' 

4 — Thi.s kiml ot kuri I think should )>e alndished. In the case of 
certain charitable institutions ruffle may serve a i»urpose. 

Q, “So jirize kuris must l»e alH)lished in your oj>inioir:' 

.4 .—Yes. 

Q , — Do you think that the naruku kuri and tlie lela kuri can l»e ton- < 
demned as a whole?' 

.4.— No. 


t 

t 

t 


“Do you think it is a prudent and lieneficial arrangement? 

—Yes. It is an old institution and is serving a useful puriM)se. 

-Hecuiise you think each party secures a benefit hv it? 

—Yes. 

“And eaeh in hi.s turn gets the money 
“Y^es. 

J . — And thei-elore that need not he interfered with? 

. — Yes, except in the ease of kuris for very big amounts where there 
should l>e somelK)dy to see that it is properly conducted. 


— Po you think that the wliole thing should be brought under legis- 
lative (‘ontrol.^ 

4 — Some control is requiriHl. 

Q — j>o you think that a maximum time should l>e fixed for the duration 
of a particular kuri? 

4 — It had better 1)0 left to the genius of the people and their circum- 
stances. 


— Y"ou do not condemn the kuris as a whole? 

4 — 1 ^ 0 , hut there should he somebody to .see that it is copducted pro- 
perly and that nobody losea 
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Q.— Sow, o<)nu!J?2: U> your \vritt4*n ovideiun* you huy that the Gov^^muont 
loans are very few and the ryots are uniii»le to imH uiv them. There are the 
Agrit'uhura} Loans Art and the Land I inpnoenuuU 1/oans A('t. A tv not tlw 
ryots getting any lKUU‘ht Tinder theinh 

,l.~ It is n«it doing any niat«*ria) Inmefit ti* tin* people Then* are a 
Jot of i inpiHi iinents in the wa\ t»f gt*tting money. 

V- — Al'e they not popular' 

.1. - Nohody gels ir m time. 

(,T — As a reiiusiy you want hiinl inortg4ige hanks to Ik* started in «‘ver v' 
csmvenient phnv. What do voii mean hy eonyvinent plar<*. is it in ey<u> 
taluk 

.! . — Yt‘s. ui c*veiy taluk. 

Ill your written «'y uleue<' you say lliat tin- ryots are hiuivilv my'olreil 

in ch*ht and tlieie jn nothing let t witli them Hiot an* you going to jeiievt* 

the ryots haun then indef*t<‘dness e\ en »t yam liave a land mortgage hank 
in (*vor\ talnk" ^ 

.1. 'rhe indehtf'd ness is dut* to the taet that the ry«»t i'> not g<‘ttmg 

what IS due to him. tlu'ie is somelKxlv to take a\\ a \ the portion that heloug . 

to iiiiu and •'O long as this eontiniies. indehtedness will go on nureasing 

tjh Do you mean that the sowear's loans should h«‘ paid oil at onee h\ 

the lam! mortgage hank^ 

I — It is not possdiio <]oar the «h*ht in that y^av As tin* prospeiitv 

oi a <<>nntr> imreases a . debt also will im reuso It is this yyay : sn}»jM>se 
thore Is a Iniwad piojauly whnh is in\olved in a debt ol about IN, 

Of IN. .1 tHK). It oMe or two metidiers are mnmis jtnd by tin* time they 
hec‘o||||^‘ majors il tin* <h‘ht is rioi el<‘ar<‘<i tin* propi*rty may he lost. In 
sin h eases to licjuidate the debt (he land mol (gage hank < au adyain i* 

money' 

-.'•^o. y ou adyax ate , he K'pay iin'ht ot oli] del>(s m oidy descu T’ing 

ea s(*s ■- 

1 . V<*S 

. What e the seem it y tin* land fiiortgage liank' will have lor the loan*' 
^^»u say that tin* loan <m tin* land is already unua* than \yhat we eau advanre 
upon li *' 

I A I! the (h'bts in a ' illago eannot )m* yy ip«*4l out by a land moitgago 

hank. Only m a leu (h'seta mg cases 

Q. What Is 1 he projMulion ol debt that a land m»>rtgag4* hank ean 

! f(| 11 ida to' 

.1 A lx Mif itall. not the w hok* any wa\ 'I'ln* indebtedness must inereaso 
in a emintry. Suppose* \«ui iiiltivale lln* land mt4'nsiya*|\ . that will tnean 
addstnma! eNpenditure liigh rates «ii intorest are now (liaigeil tor l»oi- 
royy mgs. |t lowor rale- a ro < inn ginl ami misv i>a\iuents ai ranged, it yy ill 
eiialho them to repay in desc-rymg ease- 

At pii'soiit wliat is (he fiuaiieial ageiny in tin* rnial pails to tmaneo 
t In* agrn u it u l ists - 

1 (o'ueraily wil!-to-do people kuid mnm*y 
fj. A t y\ lia t I at<’s ' 

1 1 to 1^ p»*r eent lo? sniall t » a tisac t lofis ami ^ to H) pr'V eent toi 

tairlv lug amounts. 'I’ln* latt**r is the usiial rate. 

d'au the siuall man afTc>rd to (nay siieh high ratr- ol interest ' 

I . 1 1 is loo miieh I OI him. 

(J. Wliat Is iIm- reme^Iy ' i p!n*sent tlie rvot horrows through inter- 

nn-diaries yy ho borrow t rom hank*-*. What is th** !in*tl»o<l by \yhi<‘h \y e ran 
avoid t Im t i-' 

i. .\t }u<*>4*nt there is no sy siein hy whieli th(* agrirnlt arislH r an tn* 

din*<tly hiianei'fl e\ca*pt through the fa>-o(M*rat iv<* rnovenienf, 

ds it yoiii nh a iho eo-o(iei nt ive s<»<-ieties mu*'! h<* *-taJted in ey'ery 

village I-' 

A ( Vrtainly. 

(,f . — (bin the f>o-o|»erat ive scw'fet ie'« alone rc^plafV the inouey-lendei h ^ 

A. -Tt yyill N* pmsjhh* rf you work them very HU<‘T'r*sHruUy . Ijtit what 
]<‘ngth of tinn* it will take f rannot ^ay. D is poHsthle. 


68 



538 


The ryot pays a high rate of interest lje<‘au»e of the scarcity of 
capital. l>o you think that if we divert the money into this channel the 
rate of iiiU?rest w ill go downy 

A . — The rate of interest de|M.*nds on two factors, insufficiency of capital 
and insiifficietK y of currency. 

0. — ('an we keep down the rate of interest hy the simple economic law 
of demand iiinl supply.^ 

A .- We <an kc^*p clown the rate of interest hv mobilising the agricuh 
lural class4*s ami helping them to hel|) tliepisolveN. 

Have you any idea as to how inucli money is raised, say, in a parti- 
cular village, how much is taken away liom tfie cultivator and what is 
the margin he utilises lor himself y 

A . — The actual cultivatfir ncv<*r gets a gofid margin after paying rent 
and meeting enllivation expense's. That is tlie <aiist‘ of the r>ois' indebted- 
ness. 

(j/.- 'I’he ryot is the haekhom ol th» ^( omit r> . He eont i ihutes so much 
to the evclnsiuco- l>y way of land revenue. |)f> you think that h(' gets in 
let urn any adequate^ henetitd'' 

j — He gets only a small retiiin. According to the jiresent methods of 
administration the town gets cvcrvtliing and thr country notliing. 

().- Whyy 

.4. — lh*caiJS(* District Hoard nuonlx'rs. Legislative ('oiincil memheos and 
others belong to the towns and tliey look more* after the towns tlian the 
villages. 


(J . — Wliy not the ryot make leprcvsontat ion y 

/I .—' No, lM‘(‘ause <d want of islucation . want ()f knowledge alioiit hi,s mvn 
rights and want of organization. 

- We want to find out a method by which we can lift the lyots up 

A, — My suggestion is this: (excepting th(‘ <<)-nperat i\ (' societies IIkmc 
no agricultural financing sysLun at all. 'I'hat must he created. d’he to- 
operative soci(‘ties would liavt* been sufh( ient if tl'.ey had all Ihmui <dh< ient. 
hut un fortunat(‘ly that is only a small fraction of tin population. 

Q. — Do you think that the villages ha\t‘ got prciper facilities loi- eiilti- 
vation y 

.4, — ^Idiere is nece.ssiiy lor iiutiroving th(‘ means of (ultivation and also 
irrigation works. He must Iso have .sufficient laciliti(‘s foi- commanding 
credit. 

y.— Do you mean to say that he pays the reveniu' ami does not get in 
return sufficient in the way of rural sanitation, wuitcr-sujijily, irrigation 
fai'ilities ami education y What is it due to? 

.1. It i.s diU' to want ol education and co-ordination lictwecui the different 
(U'partmenf s. Suppose a ryot wants to dig a well, then he has to a])])roacli 
the Collector, and for the linance he lias to apjiroach the reveniu* ofticials 
under the Land f inprovement Loans Act. 'rhen he has to apply to the 
Agricultural Dcjiartinent and for the nece.s.sary pumping in.stallation to hale 
out the water he has to aiiproacdi the Industrial itngineer. 

Q . — I.s theie then no (H>-ordi nation IndwtHUi the ('olledor and tliese 
district officials who are looking after the different dejiartnients y 

.4.— No, 

Q , — Do you think it i.s iieceasary to bring about co-oidinatioii by monthly 
meetings between tlie.se offioen^? 

.4, — Yes. He should understand the work of tlie different departments, 
ft would Ih' very g<K)d if a regular programme of work is chalked out for 
the di.strict and the different departmental officers help the Collector to 
carry out mnording to that. Now the Assistant Director of Agriculture 
looks only to his superior for in.structions and guidance and .so on. That 
.should not lie. There sliould l>e a district association with popular repre- 
sentatives on it and they should make proper representations. 

(?.— Do yon think that the ryots will then he able to assert themselves? 

.4, — Yes, they will he able to make themselves understexMl. Now tliey 
do not know' whore to make the representation. 
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-Wuli rcgiutl to luaiki'liug \uu gi'»' i^n ihstaiuv wIumv a inl^n U»r* 

ro«>* l(v, 'J'> mui eventually lv» j»ay K'^. tU» it lie ilul nut nuvt the iuiinlity 
(Ml the iliu' vhvti'. l>tK*s tile man knew vu tlie man wim m^ 11> it through the 
f mvtjierat ivi' svx il‘ne'^ kimw w lu*n the goeils are M)hi the market pi iei> el 
the aitieler 

.1. — At the tiiiK* ul ^aie tin maiket piaee in nut vetthnl aiul nelxuly knows 
it. 

“ I> the party w hi> iu|v am't*> inonev tv mg him iluw n to a <t‘rtam rali'r 
1. tie will piueha>e it lor 'voint' anmunt lev^ than tin* market rate. 

tj*. -Is the!<‘ no wav (t\ whnli (lu‘ ryots tu tlie whole eommereial piHiplo 
ean 1 h‘ told the market rates ol the diffment ai ta les : t an we vle\ IM' a way 
hy whieh it ean he doner 

.1 -I'hesv' marketing ieguiutioiis w dl Ih' veiy gmul. 

“is there no sueli agenev m e\i'>t<‘m’e in Malaharr 
.1. — Now lime marketing laeditn*^ exist in the I’resideiiev . 

t/. Do v (Ui think then' shouhl he a nu'thod hy whuh the priei* ol tlie 
aj tieUss sliouhl Ite published in tlie vm iiai ular ami in KngiishK 
I. Ves 

How will liii'. mtoniiatnm rea< h tlie rvots jii the villagirs^ 

I. -Il\ enl rusting tlio work hi iioM-(dheial‘'. 

D. What I want to know i'v tii what vv a v ean this mlormation Ik' ilistn- 

Imled to rlu' villagei r 

. l'<ir iiistame I n npjoir is nn! a town htit onlv a v illage and yet the 

r\ot kinius ami evervluulv kimvvs (he pine <»! eotton. Tlime shmdd 1 k' a 

M arketmg hoard and the\ shouhl pid»li-li thi‘ pine in the marketing ('cntre. 
riiev sliould (oiliMl the in lor mat ion in the intm loi 

hilt m tiu' yiMage ihev know very little i*' 

1. In homhav hresnlemv and in the ('mitral Piovinees thi’si* M arket ing 
hoards are woiking v to y well. 

kh - So yon want then a hiiii’aii ot in Innnu t ion 

I. ’^'es. and tlnv should miahle the ivot to marki.‘l liis produee without 
any Iraiid Iteing played upon him. 

^ on know (heie are eo-opei ativ <' institutes starter! in ddiereiit part»< 
of tIu* hresidene.v ' 

A Ves. 

y. ^ on know tiieie iliev a lo training mmi in nnn kt'tmg. hook-kiH'pmg. 
and mipail instrmtion m tjthei eommeirial suhjeets*' 

.1.“ V«’s. w i* art' living t<» d<» it. 

(J. Do vou llnnk thiDUgh that agmn \ w tan ri>lU'et this mtormntion 
and pass it on to tin* eontral l»uieau ot iiitormat mn r 

.l. 'rhe mlormation should he eolh*et4*d through (iovmnmeiit. 'riie eo- 

operative' <lepart mmit without the iielp ot tiu* otiimals will iiava* no lunds 
lor eoiiertmg the mlormation. 

We want to lo-oidinah* tiu* v diagr* agom v with the e^uitrai hurenu 
ul mlormation. Is il (mssiide to do it *' 

.1. All tills mlormation w ill liave tr> emne i rom ollimal soun es. 

You sa\ that tlie central Inireaii ol nitoiination lias to g<*t the pnees 

j'uimg in otlim paits ot India atso. I5ul what 1 want to kntjw i/> liow to 

eolleel the* priee- rnimg m the rural arc-asr 

j — hi ail market ec*iiires. a hcnly oi mui-ofhc lals will ta* constituUal into 
a iaiard ol wlneli the growers must la* the* majority and they will furnihU 
uH these nilormutioii, and in that tlie eo-operative MN:i<*ties must jilay a 
piominent part. 

(/, — Do vou iliiid till* tlie institution inu.sl l>e iitiliMxl tor tins workh 
4 — Yes, The ryots now sell their produce.* c*veii lH*lore the crop is formed. 
That we will have* to put u stop to f»y giving him cn>dil. Alh?r tliuw 
aeiuiring his prcMlmi.*. it we know* where the most favoiirahle market is and 
wtien the price is likely to rise, we can easdy .S4*ll his prcKlnc*f‘ and get our 
loans i'e<‘OU|>tHT h'oi this purpose a hure.*u of itilc>rmatioii is quite n<»eeih 
sary and if we do that, tluh will help the ugrieuiturist much. 



(). ViMi t hvK'fi)! r think that an tcir maikrtinji is iU‘ct‘s>ai y . <» 

>i>u «ant two offiroiN or only oiior 

,1. — ()iui offiioi' will (If), and Ik* >iionid Ik* attaclu'd to tin* ( 'oHJporative 
df’purtineiii. 

Yon knou that tlu*!*' is t4«>inu to Ik* ohictT to Ik* attached to the 
A^riciilt n/ a I })ej)art ineiif loi the \ on not think that he can 

do all the work 

.1. -No, I think that othcer .should he attac hed to the ( V)-o)k*i at i ve 
d<*|>artnient only. 

V, We Were told that sonu* ol the eo-ojK-ra 1 1\ c* N(>cietK*s are retusinj^ 
to hiiancf' tin* marketing ol prodtice on account ol the ryots' prior indel»t(Kl- 
iK^ss. Du \ou think whether it will he l^o'^^ii)!e t»> reduce' tiieii indehtediiess 
lo aii.\ (h‘;L^rec‘r 

.1. 'I’hat i'> diHieiilt. it a ryot lias ;j:ot a deht already and wc' KtkI. we 
liaNi' nothing to s(*( nre llu' c rop oni.>el\cs. 'I’lu' other < ic'ditoi's. a-^ soon as 
(hey ^el decrei* 1 roiii tlie eonrl. attach the piodnec and take' il away. 

I think some ann'iidnierit ol tin* Act i*^ attempted ikon jor securing the crop 
liclorc giving crop advances. 

Q . — Do yo think that ample* lacilitn's esist lor the 1 1 a tisni is-suni ol 
monex lor tin peoples 1 rom the mtcnoi- to the' toven marki*!:' 

.1. \c'iy little* lacilitu's <‘\ist nowadaxs. 

V.- Dow can we* then improve the* t raiisiii i It nig laeilitiesr 

.1. My 1(1 4*a IS that It must lx* done* at jnoseiit through the (joM'in 
ment. institutions or l»y eo-ordmatmg the activities ol the* vai lous joinl- 
stock hanks and eo-ope*ra t ive* institutions. 

It is not possihle to e()-oreImate tliC' aetivitie*s ol tlie‘''e* institutions 
nniuediately. 'riio co-operative* socie*t ie*s do not (*xist in almost (‘\i*ry village*. 
How can we* ihe'ii manage* with the pre‘s4*nt age‘iie'\ lo ge-L the* inaxinmiii ol 
laeilities loi- transmission ol lunds;-' 

. I . Su pjiose* a co-ope'iat 1 V e* ee'Utral hank wants to send money to a eo- 
perative* soeu'ty or v ice* versa. Instead ol s(‘nding a diatt i)ill, it the society 
sstU's a che*(|Ue'. and i( there* is some* understanding lK*twee*n tin* co-ojieiative* 
iistitutioiis and the joint-st<Kk hanks, that the* che'(iue*s elrawii liy eitlu*r 
•1 them should he* accepted liy both with ee‘rtain conditions tor discounting, 
tc,, the (I ifiicnlt ie*s tor the t raTisiiiission oi lunds can he* oveTcome. 

Hnt ill case's I lie joint-stock hanks ek) iml aceept anel come to any 

agreeme'iit to sueli a proposal. tlu*n how can yon solve the luohleni'' 

,1. — 'riien tile lulls slioiilel he* accepte*d hy the (jJovejnment trousuries. 

(j>. You iheretoie* suggest that treasune‘,s and eo-ojeerati ve societies 

should take up the work and eo-opeiate in tlieir activities^ 

.[. — Yes. We* luive now seune laeilities, hut it is not very effeetive. The 

iaeility aliorded to co-operative soeieiie*s l»y treasurie‘s is iu)t vei'^’ elective. 

I will give* an instance at jueseiit. Siippo.se there* i^ a provision in the* 
C’o-ot>erat ive* Societies Act that the eollee-tion ot tlie deht can he done hy 

the levenue authorities. Sii|>p(>.so the Hevenne* Inspector (‘olleHts the amount 
he pa.s.ses it on to the suh-treasiiry. 'Flie .sul>-treasury gives the information 
te) tlue trea.siiry. That involves a good deal of delay heiore the amount 

readies tlie ce>-<)pe*i ative society. The only thing tiiat we do at present is 
to sit together with these treasury ofiic'ers and have the thing done. In 
order to remedy these defects, the local treasuries must be made as a branch 
for transmission facility. 

Q , — SupjKxse you anangc that, can you do a good deal of book adjust- 
ments afterwards just like the inerehants who are doing now between their 
het»d 0^1*0 and branches!*' 

1 .— Yes. 

Q . — You therefore think that hook adjustments will be developed and 
transniissioii of money may l)e facilitated tlirough the existing branches 
of the joiiit-stoek hanks, eo-oj>eraiive hanks and the treasuries and with th© 
help of the Imperial BankH 
d.. — Yes. 
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U* tUv ntaiketiiig ul ilu >t>u limik lhi»t fcjus liM^nl 

ImkIk's <;»ii H'lnli’i ai»> iK'lp. iti ohUt to i*tutunaU^ iho ni uUlii'MK*ii aiui 4.‘iiul)U’ 
the r> ot to gtl ilio In-^i pi ua^ loi his proilmo^ 

. 1 . — Thi'V (jin <h». hut thf\ do luit o^'iiorallx «|o. Thov lau lulp tty uo( 
tuMUg thi* priHliu^o in his attoiupt Xx* phiix* tinugs ui a luarkotiiig ooiuli- 
tiuii. Tho hx'ul IkkIios how iiupost^ a luaikot i.h‘sv ami it is most uhuon tug 
ami iniquitous. I suggest (hat smii taxes slmutil not Ik‘ mqH^sixI ami tt 
tills is done, tliev w tit ii;t\e .utually rtuidtutsl a meat help to tile marketing 
oI tnoiluei*. 

(jh — i'luM e ai r many laqu S'srnt at i\ es ol ilm r^ot.s aui tiie loi al hoanl.s. 

Why mu mmi appeal to them to al>olish the tax.' 

J . iiie\ w u! mU do that i he\ are all ofhi lais and the> do mu know 

the existtine ot thi^ piiMlmnus at all 

V >'UpposC' tiu' pi lie-' ot ihi^ ai tu le'- are pidtlislud tu ildUai*nt plain’s 
will It helj* tlie i\ots m ait\ wa\ ' 

.1. It will {‘ertaiidy help them. Manx ot the pMulm^'i^' tin not know 
whiTi' to sell and w iiat the prnes are at \arnnjs places. I'hex will he 
leilamly henetiti'd h\ suih intormation. 

Ml. Mui‘iMifi,iti ,\niimln: Is (he sy^t,-in oj gram rents or uiits in kiiid 
pre\ all'll! in these parts so (.n as kamundais and janmis aie l iUK erned' 
d. ^es. to a. \ery laigi* e\tent 

(J. i he kammatar ims to pax tlie lent m kind, and when (he nop is 
harxi'sli'd. In* j»ass,.s ihe sham «»1 that < rop to his iandloid 4 ind tin'll what is 
li’lt he lidxi's io{ hini'iil Is it not r 

1 Yes 

And he Uses a peition oi his pnaimi loi meiling liie nillivatioii 
I'xpeiises lo! the m.st \eai Is tliat so." 

.1. Yes. 

(J . \\ hal are l!ie i ates v*l lent geiieiallx thaiged h\ landituds on then 

tenants;-' 

.1, Soinetinu - thex gxl tin* lent in eas|i, hut m nn*sl <ao‘s. 1 hi’> ask Uu 
till' gram. tn llu- ta^e ol gram the tenant pay rent at tin late ol L* pel 
]•>. tl lie Uses 1(0 (wo seasons and 1 pt'i JP it he Uses loi om- s^aisoii only. 

(J. liial Is to sax IP la'i <ont and «P pi'i rent mti-iesl ' 

.1.- Yes 

<,). Su, jposi' there is anx delanlt made hx inm. doi's hx* ]»a\ anx pi'iial 
rate 

.1. - No. 

V- \N P It regard t<i hort<»wmgs what |s ihe rati- that is generallv ehargi'd P 
d. h<u siaml ainoimts Pd pei (-ent and somet mn s higlm also, it all 
di I »ends upon (hi* sohiun x ot ihi- man and Im s<m lai pospnoi 

(d- ilaxe the eo-oj m- i a t i x e stjeielies hiipt'd tliein t<i anx i .xtent:* 

.1.- \\\' art' helping tlii'in to a eerlain exli-in 

What Is tin- St*, tiiit^ ujnni whn li xtoi an- giving ihnn mone,\ i" 

A . — On personal seeurit.x or at tiim-s with the signal ui'es ol two ineinhejs. 

- lint ttu purely agru nlrm al la()oii no - win> have no fuiqn i ty what- 
MKuei and who dejxnd ininnt> upon tin harvest at the end ol the Near, 
have eo-openit ivx- stK ieties Ik‘« n (k»tai (ed lot llu' put poM ol hnammg tluun 
dunng the ( nltix ation season y 

.1,- Anuuig our memhers there are men who are leasxdiolders. aim tliere 
are also a nuudM'i ot other (ultivatois who have got then own little pro 
jmrty and can Imji toxv Iroin tlie < <x-o{,ei at ix <* soeietn's w ith soinelKKly tdsO 
to stand as surety also. 

Q . — Do \ou think that ro-oja'iati ve -rixieties eun do a lot ol help Ui j»u<ii 
j>ooj)le r 

d.—Ydis. ver\ 111 mil. 

“ Hivs there l»een a teiuleney toxvard.s de< ta'U.stng ot inUuest in the 
Io<*alities w hen e4>-o|H«rat ix .‘^m'leties are o|>eratingy 

A . — In otir xlistriets interests have l»e 4 'n iowertnl e<uisitlerahly alter IIiq 
iKK'ietieJs hav<^ Ik-hjii .started. 

% 
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Q.- llavn re|m.>iiicnt.> iKfii lairlv rrf'iilar uitli .>u< li i>eo[#le? 

.1. -Not leguiar. 

0. — Wliat ih the reasoirr' 

.1. The reasons are inunv. Fust, they do not know that there 4‘\»>ts 
a MX’ieU at all. Pliex are so iilit4‘jate and an* under the iin|»rtsvsit>n 
tliat tlie loan »s given to them hy Govern merit and they (an refiay it at 
any tiim^ they jrleasi*. 'rin* literate jmrlion ol the f>eople tliink that they 
are the masters ot the whole .situation. They take a great portion ot the 
so( ieties’ nnine\ and misijM' 't. hi some eases they hoi row money lor clear- e 
ing oh prior dehts. riiese and othei' vari<»its rauses acecjiint lor the irregular 
repayments. 

Do you think that ha\ ing |•(*gard to the eidtivation in tills j)ai t oi 
lilt' ( ounlry and tin* meoim* that they get out ol tlu*ir prodiiee. tlu* rejniN - 
ing (apaeity ol the ryots can l>e iniprovaal il they aie more industrious ^ind 
more husi ness) ike h 

.1. -In many eases the pr<Hlnee is not suHieient lor r(‘piiynig e.\ee|»t when 
it/ is supp)(*niented h\ additional incomes I rom some other properties which 
the horKrucrs might possess, such as Imildnigs and tre«*s. Some of the ryots 
depi'iid upon tin? support of tJieir relations uho might Ik* olHcials lor re- 
jiaying tln*ir loans and a major portion of tlie deluiency is made up liy the 
produce out of trees. Tisk's are g(‘n(‘raily the most )>ri>lital)le here. 

(h Theiefore, given proper organization and id iicat(‘d piopt'ily to realize 
the responsihilities ol iiK'iiihei ship, do ^ou tlimk that tlu'ie is a ^er^ good 
chain e ol c<^-o]>cratl^■e societies pnn ing oi innneiisc h(*lp in linancing agri- 
culturists in Malaharr' 

.1. -Y(‘s, tlu\v will he ot immeiiM* lu'lji to them, and tln*y have already 
done much towards that end. 

Do MUi tliink that tin* jaiimi niom‘\ -li‘ndcrs lould he leplatcd hy 
co-operative societies in course of time:' 

.1. — Yt‘s. we can cerianily r<‘plac(‘ them, it \\c an* sulliciently organized. 

(,y. -^’on advocate land mortgage hanks lor lands loi- iong-lerm credit;’' 

d. -Yes. 

- Art* tliere any ddhculties with regard to the tenui’e of land when 
the land is to he ineitgHg(*d with tin* hank, under tin* present system ot 
kanoins in Aialahari^ 

.1. — 1 do not know what set urity w ill the land nioi tgagc l>ank take in 
legat'd to the pi’u]>erty ot the kaiiomdar, luHaiise In* is only a leaseholder of 
the land, foi a certain h\ed peiiod ol years. 

(J. riie kanoiiidai has got some inter(‘st in the laud at end of Lis 
tenurt*. that is to say, he is entitled to the kanom amount. 'I'hat amount 
will stand as security loi tin* land mortgage hanks. 

A . — But there is still another difinulty that |)rt‘si'nts itself here. Tin* 
kanom amount wliicli you rt*fer as InMiig entitled to tin* kanomdars at tin* 
time of ousting is not always a r<‘liahle thing, for the kanomdars pay the 
amount at tin* tinn* of (*\eciiting the leas(* to the lainlloids as a guaiantee 
tliat they would imiki* such ami sucli an improvement in tlie land. If this 
improv(*ment is not done, tin* landlords do not return the kanom amount 
at the tune of oirsting the kaiiomdais and therefore that amount eannot 
form a security to the land mortgage hank. 

— Do the landlords horrow from ( o-opej utive societies? 

j — Only a very small numher of landlords come to the co-operativo 
society. 

Q , — With regard to the indohtedness of the hig janmis, do you think that 
co-operative societies can lielp? 

A. — No, not even the land mortgage banks. 

Q . — With I'egard to iiiarketing you refer to want of facilities for eoin- 
inunication as one of the defects. Have you any suggestions to make for 
improving it? 

A , — The suggestion is that l>ettc*r roads should he provided and a certain 
amount of the revenue should be earmarked for roads and communications 
by the local bodies. 
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Q . — Do you think that thoro is suffioiont 4'<w>|w'rtit ivo spirit in the 
rilhigoH and that it will grow it tho oo-<>|>crat tvo s<H*iotioN nmltiplyj' 

.4. — Yes. The progrt^tvs of (H>-<^|>eriitive movement ami the development 
of c*o-operative enthusiasm and spirit among the ryots ilepends ver> largely 
UfK>n tile leadeiN, They should ex|dain to the r\ots the varieus ailvantageM 
of the eo-4>perat ive s«K‘i<'t i<‘^s in a most <‘onvineing wa\ ami if all this is 
done, the viltag40-s will really take some inten*st in tin' matter 

Do yon think that i at ive sin-ietir's ran lead in the direi lion 

of creating tlu> spirit mns'ssaiy m th<‘ villages- 

I . -Quite so. hut I-^ may .say that oar <»wn honsi's must l»e put into 

order. At pit'sent our Iioum' is not in pr»>per orth'i ami that is ifie diftirnity in 

undertaking (si-operat ive propaganda. ( 'o-o|»erat i ve '-m ieties liavt' ilone a 
great <l«‘al tiuvards ainelioiatmg the «‘<mditions ol ivut^ and (hr uunemeut 
is In^uml to sueeei'd il hamlltMl rar<'fiill\ . 

Q. - W'llh regard to imuk»'ling yon told ns that a largr portitin «d the 

rent is paid in kind and tliat it pa'^sr', on to tin' hands ut landloid". ('an 

yon tel! Us how tlo' lamllord ilispo'^es ot tin* pituiiuir' 

.1 (iein'iallv Hi the ra'^t' of hig lamllord''. t)n‘\ koip the piodiU'e l<n' a 
nundn'r oi mr^nths until tin* market >s la\onraldo and <'on^r^t il into nnniey 

Q. - So it ronio" to tills that thoiigli tin* ''tiioilaimn is tor pavinent (‘f 

rent in kind it olton happons that tin* lamlhnd (on\er(s that int»» money 
\alne and tak<‘s it in moiieN and lean's the prodnee to the prodmer himseh. 
Is it not -so - 
.1 Yos 

Q. W'htoh Is tho nioK' usual to take inom'v liko that or to aUovi’ the 

eu 1 1 i va toi’ to pa \ in kind!' 

,1. 'I’ho rnitnaloi will U* ver> pleasisl t^) pa\ the im>m’\ ev**n though 

tin* ronvoision into inom'\ \aliie has hreii at .i higlno rato It is herauM' of 

the lot ol < j iTk n 1 1 lov ihat o\ist il it uero to he paitl in kind. 

Q. — Sei a large t>oT'1ion oj tin that s|ipnlii1o4l loi m kind 

reall\ paid in nmnov - 

1, Vos. r\oopt in tho rase oi pmldy wheir if th lai i<l wants the 
paddv In* insists ufion tho pa\ment in kind. 

Q. To (onfino omsrl\**s to the foiiiniorfial produce, if Is ail in the 
hands ot tin* r ii If i\ a l oi s t hoiiiselves r 

A. Y<*s 

Q. Hav(‘ \on tiM'd on the c*o-operat i ve side tin* statliiut; of pnt'ehase 

and sail* so< n*t ion with regard to sueh prinlin'^'s'' 

1. I have alread\ told \oii that wo ha\o started om* soriotv as an 
evporimont tor aroiannt 

n. Is there an\ .so< N*ty tot oof'oannt 
I - W'e Inne not tried if. 

Q. Do von think tlirna’ is srop<* for sm h -la iet i<*s 

•1 Yes. tl'.ore is a giKid ileal of scope. 

n,- Wtnild yon like any s|>eeial fm ilities to )»r given to tin* efi-opi'ra t ivc* 
.so« lot io.> to take up that kind of work. 

.1. I will ('xplaiii tin* difficulty that previ'Uts ns from ent^-ring info that 
kind of liusiness. Now th<« meihiMl of cloing; smh Inisiness <tin he dnidi'd 
info two elasses. Due is tin* hiisiness done on a small senle. i i<*at ing Nonr 
own shari' fapital and \vf>rking capital t>y degiees and the other is start 

a!togetln*r hv niv'f'sting a large amount of im>n»*\ as is dom* Uy e<nnim'ieial 
fieople. Hut in tin* co-operative movement we have to giva* np tin' huge 
sralo hiisiness eitln'i throngli h*ar of fniinre or ditheiiltv in getting the 
money. ,^o tin* sum)} seah* hiismt^KS alotie can la* imdei taken hv Uie em 

oporative mo\'<*fm‘nt. Uut then efficient siifM'rvislon is mcessaiv which now 
<T*m*s not t'xisl and h T)r<^ * w hole ohjin t is fnist ratml. Our difl’M iiltN nmin- 

Iv lies in the la< k oi t»ro|>r'r snpiTvision ; at h'ast iti the Ix^ginning of the 
eonfsf'rn some help that is IxMiig now given hv the C%m»|)erative flf*pa f t inent 
should exist. Tho sii(4‘4»vs that attends upon th<* srH-ioty tfiat W'e fiavi* started 
dej»onds entirely on the help that tho Co-oiw^rat ive department is rendering 

through the Tnsiv*‘*ftor wfjo has hoen ffepiitod for the pnrposi*. Tfie !»e|p 

that is rcH^iuired do<^ not relat4* to money 'done. Tlie sindety sfmuld f,e 

nur>ied i!| proper way and it in tliero that the help \h ne<?easary. 
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Q . — W«* are now coiiNidMing iht* Saiikin^ it. Whnt kind of 

facilities ilo von rcHjuire in that direction? 

d ."— Fac ilities are rt‘fjnired tor ((iii<*k tni!iHiins.sion. 

Thr Chnirninn : Where is the society *" 

d . ~ It is tliirty niif(*s from here. 

dfr. ^fiifnsintnn Xm/ifdu: Yon told us tliat the district hank has a snr- 
plus of Rs. 1 lakh. I>o yon think that there will la* sufficient money 
iortlKsnuinK in th<* co-operative societies for (arryinji on this activity of 
firiaricifit: tin* a^riciiltirrists a;>:airrst produce and scHinK tlieir prcMiuc'C at 
a later date lor proper pr ices? 

A - A\ e have* sufficiciil finance* hut wc do not know how to use it jrrofitahly 
and wanf of knowh*djj;e i'* 1 he cause* <»f that. 

whose* fiands is tin* ultimate trade in conmnt and niecanut in 
this district:’' 

A. A major- portion is in tin* hands <)f the M nhiimmadans and the petty 
hhop-k<*<*|)ers and a small poi-timi is in tin hands of tin* d’iyas and Nayars. 

f,>. - Do you think that l»y starting co-op<‘ra ti vt* soci(*lies you could I'eally 
do the ^\'ork ^\)iich these* j>ett\' traders are earryin'i; on with profit, taking 
into consideration the cost of iiinnin^ an cstal)lishnn*nt and k<*c|)inf!:; tin* 
produce in wareliouses 

A. — It is v<*i’y difficult to reconcile tln‘ii* intc-icst with the intei’c‘st of the 
|)roducf‘rs hc‘cansc* one* is a nt aj^^ern ist ic- to tin* c>thc*r‘. 

f^.— WHiat I am telling \ cur is this; take a small village*, where there 
jn*<< a nnmh(‘r of picrcl iicers. If you arc* ooine; to do tin* work of markc't inn 
on a co-operative basis, >‘ou have* ^ot to make* ad\'ai\c(‘s on tin* pi’odncc*. 
scM'ondl.v, to sell tin* prodnee* to the* man who v\ants to pnrehase and tlu*n 
return the money to fin* prc>dncc*i‘. In that p»*i'ic>cl von should have an 
(*stuhlishmc*n t. >011 should ha\c‘ to pa\ int<*i(‘st on the advances and tlren 
would tin* margin oi profit that you will la* able* to Lt<‘t he suffic'i<‘nt. altc*r 
dt*duc‘t i n<j; tin* vai'ioiis itc'ins of cxpc^mc**-, to i<*tui ii to tin* c-ultivator a 
larjL2:er' amount than he* at pre*s<'nt <te*ts;- 

. 1 .-- in the case* of tin* industrial produce* l{n*rc is a oood clc*al of fluctua- 
tion in the' maT'ke*t rates and a little* liit ol sj>cc 11 iat ion c‘\ists 111 that hiisi- 
nc*ss, 'The co-opt*r a t ive* soc‘i(‘ti(*s d<) not ^<*n<*r’all^ stoc k the* prodiue* and 
undf*rtnkc* a spe'culat i\ e> business. In the* c ase* of the* pr ivate* mc'ic han fs, 
they take tin* risle aird some* of thc*m .itain vc*r\' notch and some* of' thc'in 
have lost also muc h. Hut rt co-opc't a t i vc* soc i<'tie‘s unch*rtak'c‘ to do tlris 
it- can only lie in the* form of a commission husin(*ss without an\' sort of 
re'spoiisihility for the* ultimate* value* of tin* jiroducc*. 

— Tln*re‘ wei’c* some* C|Uc*stions put to xou al>on 1 kuris. Do ycui think 
that the* Irahit of fin* people* to saxc* some* monc\' and idfiniatc'Iv to invc‘st 
it j»c'i-iod ica lly so tliaf thc'\' niav ^c‘t a lump sum on a liitnrc* date* is pic*- 
valc*nt In'tc? 

A Yc‘s. 

You told Us thaf the* kuris have* c*\lc*ud(*d to the* rural aT'c*as aUo-" 

.1." If canu* frcun the* lurnl arc'.-is to tire* town and it is the town (Viaf 
has s|>oilc‘d the* value* of tin* kuri hut in tin* infe*rioi‘ it is all rijilit. 

Q . — You say that such a pi act ie*e* is i>ie*valt‘rit w ith the* oielinary aizru- 
culturists apart from the* population who trade* and who t h(*r'el ore* havr* 
oot some rnone^’ to lay by 

.1.-- All t]asse*s take* to tins kuii. Even the* Pancliamas take to it. 

Q . — You told ns that in the* case of small kuris say within Tls. 200 . iln* 
orjvjrniza t ion is more* oi- le*ss in thf*> nature* of a e-ommunal organization;-' 

.1 .- Th<\\' are* tr ie'tully or<j;ani/.ations. 

() — erx'dit of the* person who starts the* husine*ss is the* main factor 
in the* running of the kiii'i ? 

A.^Y <*s. It is his ]nuu*sty and ehnracte*i' that arc the* security. 

fp.“-\ou told Us that witli ix'jjarel to the* hjj 2 ;<ie*i- kur is the* re*e*lino ere*no- 
rally ha^ lan^n now to denirind a sort erf a seernity from tlie man wdro starts 
tln> husitrexss to provide ap:ainst pe).s.sihle risks. Do yon think that tire 
eer-oper*ative seMieties e‘an ste]) in and the* irix'sident eu’ the secretary in a 
villaiit> society will 1 h* the jxnarantee that is ne<*de*d for the startinj:^ of a 
knri futran ization of this sort? 

A. -The knris can easily he undertaken by the eo-operative .societies. 
Tlieso will e'oinnrand nrore the eonfidenee of the pnhiic. 



if, — Hi\Te Any co-o|H'intivo t^ken up siuh n thing to your 

knotrledge? 

.4. — I do not think that very many co-ojxjiarivo H<>oietie^ nro <'oiiduot« 
ing kuris noa\ In the beginning there were kuris* inducted by the co* 
operative sociotiee but they were discouraged by the Registrar of C».Coperfttive 
Societies who considered that it was not proper that a co-operative society 
should conduct a kuri ns it obtained in Malabar. Latterly that view has 
been changed. 

The Chairman : Wns it before inv time? 

.4 . — Yes. 

Mr. ^funi.<ant^ni yatjutln: Aif* any six^ieties running kuris now? 

.4. — Very few socicti<'s mn kuris in the name of the Mwietii's. Rut the 
n^endiers of the societies ore running kuris in their individual capncitv. 

Q . — Are you for the co-operative .Hfwieties runuiug kuris? 

.1 They can very well run a kuri for, say. Rs. ‘JIH) t>!‘ otiier muall 
amcnints. Kuris for big amounts sbouhl not be undertaken. 

Q . — Do you want to mix the kuii business with the rural iriMlit buii- 
ne.ss ? 

.1 . — It w ill 1 m^ somtdhiiig like a provident fuiul, llu* colb'c tion being ma<le 
by the sraiety from the inemlM»rs with some restrictions about r<‘paymetit. 

V- — If the habits of the p<H>ple atv sm li that they wtuild sav<* soiuetliing 
every mouth with a vi^*w to get a lump sum iit the end of a debuite jM'ritxl. 
that would hi' a llimg which the <Mw>|ierat i vc stu ict n‘s might vejy ea*‘dy 
develop hv starting kuris. Do xou not tlnnk so^ 

.1.- Yes. 

y — Kor one reason you will hav<* th«» benefit of tlie money in >our liaad»i 
and tluMt* will he no tinaiicial loss. Now do you tlnnk that if the eta. 
operative s^M-ietit's take that us tuit' of IIumi sutivities in thedr district there 
would he suflicieut r<*sponst‘ from the ptoph' on that jadnt ? 

A. — Yes, tluo'c will 1 h' sufheient respons4* 

<lo you think that with regard to ihv higgtu- kuris also the 
s<H it>ties w hich have lini ly advanci d and which have hn gt* 1 ransai t ions can 
conduct them 

.1. -It w ill not he so easy for a r teopto at i>'c sot it t \ to condm f a big 
kuii liecau^e the payment will not h<* timcl\ and puu'funl nn<l tin* pay- 
ments will hi* such as o!d\ the rich p<*opl‘* couhl make, d'lu* |»ooi<'r clftss<*4 
< annot hero me* umoiiIhu's of that kmi hi‘caus<‘ tlu' payment for »‘a< h chit will 
he very big. 

— Supposing some induiaunent is held to those who want to promote 
a kuri that they should start a co-operative sociity tor that purpose and 
nndiu- that they should l un kuris. w ouhl th<» people Im* w ill ing t o wclcoimr 
a step in that dircotiou? 

,1 . — A large numl>er of jK^ople w ill Im*coihc tin* tiuuiihcrs of sm h a H<K*iety, 

Q. — Would > on adv<x-ati* that as a st4‘p in tin* l ight tlirer tion so far 
as the thrd’t hsihits (d the peoph‘ ar<‘ cauneriK^d ? 

I.' -I have been long thinking why these kuris have jH>t Iwaome popular 
ill oiir co-operatiy e MK-ieties as thi*y ought to he heriius«* the |>eople know 
them and tliey are familiar with tlnuii. That was my feeling, hut somehow 
or other the provision for tin* kuris did not find a place in the bv-lnwa. 
W^icncver a nt'w* society is fornuxl. if provision is made in the rules for the 
running of kuris or the provision provident funds, it is scHircd out. 

— From tile savings point of view \<m would advorati' flu* starting 
of soviet it*s purely for this purpose*? 

A. — Then* ihhxI not be any .separate six iety for the* i>urt>os<* and it i*« 
enough if tlie knn fund.s ate kct>t separately and the lending in regard 
to those funds are strict. 

Q . — There cannot l>e any cpiestion of lending Ixx-hiim^ tlie monoy.^ that 
ha« been collected will have to lx* disbursed sexm after. 

.i . — I have in mind tin fact that the sex ieties by means of kuris can 
raise a capital of their own and safely lend such money provided there ar# 
anfBciant aafeguarda. 

Q , — Do peoplo invest money in the postal savins^ hank? 

A. — Many of the middle clasps people and the officials do it. 

69 
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Q . — Do the ap^rirulturifttfr take to the snTinfjs bnnkj^? 

A, -They do it j*e!doni. 

<?.~-What in the reason for it r* I« it due to the fact that they bar# 
nothing to irivc*st or is it that^ they prefer some other form of inrestmeiit ? 

A. — The agriculturists who have money to spare hare faith in land only 
and they invest their money in the purchase of land. Land and nothing 
but land will attract their savings. 

Q . — Are tl»ere local |>eople who deal in money-lending transactions ami 
who receive deposits from the agriculturists and pay them some intereatF 

A . — Tlie cash is kef)t by the agriculturist himself and he never parts with 
that money, until he purchases land with that money. 


O . — He hoards the money then? 

A. — Yc*s, the hoarding tendenc^v exists, especially among the womenfolk. 
They always sc'erete some money somewhere. 

Q. -fs there no way of inducing them to invest the money in .some bank? 

A. If they gain confidence in the banking institutions ail this hoarded 
money will come out. 

Q . — Have you bcsm able to bring it ont by mcuuis of the co-oj>erative 
WK*ieties ? 

A .—Yes. 

). — There are no land mortgage bank> at all in this district? 

-No. 

Q, — So, von hove no exiierienc'e of liciw thev are working? 

A No. “ 

Mr. JJatnerd Sultan Maricatt : Have you any idc^a as to how the smaller 
merchants are financ’ed in tlu^si' parts? 

A . — The smaller merchants up to a certain stage freely make use of the 
hnndis payable after tliree months, 

(J . — They borrow fiom the money-lenders? 

A . — Yes. 

Q . — That is from tlu‘ Multan i.s? 

,1.- -Frcnn the Multanis and othcu* money-lenders. 

Q . — At what rate do they borrow? 

,1. — It is never Icvss tliaii 12 per c'cnt for the small trnder.s. 

Q. -So the fixed late of intert»st with the Multanis is 12 per cent? 

A. Oenc'rally if they have larger dealings they charge 3i per cent over 
the bank late. But the rate will increase in proportion to the .snmllne.s.s 
of thci j)erson borrowing. 

Q . — ^fost of them are financed in the s)iai>e of hundis? 

A. — Yes. Some of them pl(*dge jewels belonging to their family, some 
start knris and raise a capital. Some mortgage their property and thu.s 
raise loans and start business. But most of the business is on credit 
here. 

What alKHit the joint-stock banks? 

A . — Most of the transactions are on ciedit. Suppose I am a rice dealer. 
After selling the ric-e 1 take my profit and pay the bigger dealer with 
interest the amount due to him. 

0 . — Within how* many days do you repay? 

A. — They have got a system of daily transactions. 

Q . — Do they charge any interest? 

A Yes. 

O, — What about the shoi>-keepei*s of the liigger tj^pe? 

A . — They liorrow from the Multanis. 

"" Q . — For thi-ee months? 

A . — ye.s. 

0, — All these hundis are discounted in the banks and they pay into the 
banks ? 

A. — They either pay after the termination of the hundis^ or they renew 
the hundis. 
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Q — Why do they not have iriiiisuetioii> with the joiuKstiHk hanks like 
the Nodungadi Batik s 

/i.— It is hccAUS© they think that it is trouhlesoino to have trunsaotioiiH 
with thorn sonieliow or othor. They find it much conv't'nient to have trans- 
actions with the MulUinis than vvitli tlie joint-stock banks. The Multanis take 
much risk in lending the money hut the rii^ is tomiKUisutiHl lor by ilie 
hi^i rate of interest that they churKe, Furtlier they are from tiim>s j»n- 
memortal very clever in their husiness, Inith in the method of advancing 
and in the method of c-tdlcH-ting. 

Q , — After ail they arc not sustaining any loss? 

A . — They have losses now and then. Heixmtly tliey sustanicd a very 
heavy lo,vs. But on the vxliole I think they siionid i>e making some monev 
out of their transactions lor tiihcrvv isc they wtmhl noi tsmtuinc to U: luoi*. 

Q. — Yt>u say tliat it is mori' (smvcnit'nt lor iIk‘ sho|)-keo|K*i s to Inn o 
transactions witli the Miiltani hankers-^ 

/I . — Yes. 

O.— -The higli rate of interest tlu‘V arc w illing to i>a> " 

A. — Yes. the interest i> nothing to them. 


(J . — In spite of these tliey are doing good hnsim > on tin* wholes 

A. — They conduct most of the Inisiness on inslit. 'riny g<*t tiu' things 
t>n ercMlit and as stHUi as tln\v sell ihtun and get (lie nonev thev makt' M»e 
repayment. Tliis will repiesent about 70 per <cnt ol tbeii transact ions. 

(J . — The remaining .it) pm <cnt of their dmihngs is with tin* Mnltanis;-' 

A .‘ — Yes, hy pledge of j«*VM*fs. by mortgaging propertv and other ihitigx;. 

7Vic ('}i<u n : Mr. (dipabt Mmioii asketl yon about tbc (piestioii of 
whether th<> rat<* of int«*re>t (oiibl he lower in the vdlrges and .Mr. Muni- 
sw’nnu Nayiidu asked von ibont the existence of tin hoarding liabil in fbt* 
villages. 'I'he hoaiding i m tin' lorm, I tak(‘ it. both ol vb ami of 
jew oiler V ? 

.1 .—Yes. 


if, — If the hoiirtled < asli could U* got into cik illation iiistejnl o) allowing 
it to remain frii/an as it is at present would md that eontnbnle towaid?i 
the reduetion of the rate of interest:" 

A. — It will. 


(The witness tlien withdrew.) 
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Tuesday, 11th Febmary 1930. 
CALICUT. 


P l{ K h K .V T : 

Mr. H. M. I loon, I.C.S. O ’hfiinnnn), 

Mr. ('. (jrOI'ALA MeNON, M.L.t. 

Diu'an liuhathu Ji. Mi niku ami NAYrni , b.a.. u.i . . m.la . 

Khan fialindiir Hameeo Sultan Makk aih Sahiu liahadui . 

M.E.By. M. GIBIAPPA Avargal, Deputy Registrar of Co-operative 

Societies, Calicut. 


Oral evidence. * 

77u' iliunmdu : Mr. (iiriappa. xtni arr now in chargt^ oi the C'alicut and 
South Kaiuira districts? 

.1 .—Yes. 

Q . — Do any ot tin* co-opera tivt* .s<Kietics in tliesc parts lend on jewels? 

.1 . — No. Some so( ieti(‘s applied to iis \vln*ther they eoult! lend on jewels, 
hut ul tei Itetristrar s in.sti lu t ions in tin* nuitt<*!‘. w <‘ have told them that they 
should not do so. 

Q . — How do these co-operative .societi(‘s work iii the West Coast? 

A. — Tliey aie gt'tting on I airly well. 

O. — Alt'* there ainpU* lund.s lor short-term loans? 

.T . — Yes, tliere an* ample l unds. 

n — 1 )(, they make niueh use oi theni ? 

.1 . — I’hey are not making mneli use <»i them at |>resent. Speaking of 
South Kamuii. the societies have tried a s;«stem of forecasts, hut they have 
failed. In Malabar it is being introduced and the difficult^' here is that 
there is a lot of <lelay in the disposal of loan apj>l ieations. If the ryot 
tt|)plio.s for a short-term loan for his cultivation, he gets the money emly 
at the tilin' of the harvest. Morecn^er the people heie do not really under- 
stand the signiii<‘aiue of short-term loans. They do not undei'stand that 
the amount .should lie repaid at the next harvest. The idea is being 
instilled into their minds nowadays and .some improvement js being noticed. 
Moreover the otiier day at tiie panchayat conference at Pulghat the princijdes 
underlying the short-term loans waua' explained and they expressed tlieir 
readiness to make the best use of them. 

O . — Are there any deluy.s in tlie repayment of the loans taken? 

.4. — There are delays hecau.se the members get their money only after 
a great deal of delay. The delays in the disbursement of the loans occur 
only in the two })la(“es. the co-operative society and the co-operative union. 
I do not think there is much delay in the district hank, and the delay in 
thewCo-o])eiative societies could he avoided by the adoption of the foreciuit 
system wdiich has recently Ijeeii introduced and tlie delay in the union wdll 
l>e avoided by the appointment of a small i‘omniittee to dispose of loan 
applications quickly. The members’ coin)>laiut is, as I have ah'eady stated, 
they do not get the money at the time when they require and this leads to 
the postponing of the repayment on the due date. To enforce strict re- 
payment on their part, we should also make some provision to hold up their 
crop soon after the harvest, for a favourable market. 


For w ritten evidence, vide pages 841 — 846 Vol. III. 




549 


«?.— What ultoul iho niurUtiun of imKluii *' Has anytlun}; Uhu doiio in 
that din^ctiou ii\ 

-i. — That prohleiu pri>si»nU mhmi* difficult io>. The ht>t thm^t that I wt>uld 
augge?>t is to organiat' a loan and sale society at every union t^>iitie with 
a central sale sexiety at the head(|Uarters oi tlie district. Tliejv is also 
another difficulty that presents itsidf now and that is the lolleition oi some 
Ktetistics rt-ganling the prnes pivvailing in the various markets in the 
districts. For that purpose some outside agency is iuMS‘.ssurv, preferahly 
the Government, to examine the eouditioiis ot ea<h prmhus' and find out 
where a particular corriinodity has a U-st market and at what season of the 
year and so on, and it they pnldish any sin h statistics, it will go a great 
way towards solving the prohlem. It is not possilde eitliei for tin' hank or 
for tin* so<-ieties to imdertuko this work. 

(>.--^011 have got a sclnu>! at (’oimhalore. Could that not. with the 
help of the Agricultur al College, mnlertake to do all these invest igat ions 
.1. “I do not know nlieiher tln'v can pay lor a financial t'Vfx'it to <Hri‘N 
on the investigation. 

Q . — A\haf investigations do y^oi re<|inre them lo ii miei ( ake I' 
d.—We want a detailed in vi'stigat ion into (he (ondition of markid for 
(*a(*h jiioduc^e. lor instance, pepper and arecanut. 

(,h ( ould not tin' local offiesu's of the union and (In* cie|ia i t mmit iindic' 
tho ntx^jssary einniiiy and stud that to tin* msfitiitc* at ( oimhal ore i*' 

.1. — The investigation has to he iierNiU'd, h nspnies a lot cd time. 
Tire l<H-al union or federation cannot do it for they have* iiof got the necessary 
tinio and experts to sit up lor- tin* work 

Q- The en(|Uiry y<m suggc*st is only anolhc*i form oi co-opcu al i\ »* mar- 
keting. Do you Mot think that tin* work f'ould he* done* hy the* institute* ^ 
A, — 1 do not tliink lliat the institute* is ejuite' eompete*nf at |)rese*ni to 
iindortako such a work. In the first ])\nvv tli<*v may met Iistc*n tee any such 
pi'oposal, and in tin* second plae*e* tlie*y may ne)t have* the* neee*ssarv fiiiids to 
enijiloy an exjn*i t to inv(*stigate into the trade* e-onditnms of c‘a( h produc t. Tin* 
investigations will have to lie* conduc teel all tli rouglioiit tin* ye*a?- and hulhdiris 
will have to he jmhlisliee! . I do not think the* instil ute* can at tins stage* elo 
that work, nrtr the* village sc)cie*tit'.s and the* unions tewi. What I want to 
submit to tlie Comm itt<*e* is that the‘re» is no use* in eei-ope'cat i\'e e re’elit uukess 
co-operative marketing follows in its wake, arid lioth of tlu'in must go hand 
in hand. 

Q . — \ ou sny that eo-opt*rative credit is of no use* without c*e>-c>|K’raiivt‘ 
rnai'keting. What is tin* use of the* in ve‘st igat ion at all. if you think that 
co-operative marketing is possible* 

A . — My opinion is that the investigation should prenede* tin* epiestiem 
of marketing. 

Q * — Surely investigations ol this M»rl would lef* lH*st e-ari'ieel end thiougli 
soino eenral institution which should fdace* evei'ything <>n I'ccend. ft is witlr 
that ide*a only lliat I sugg<>stt‘d that the institute' at ( ’e^imhaiene* can do th^* 
>5(>rk. Could they <li.s.s(‘in inate* the results of their iin c st igat ions ? 

A . — If that agency csnild ])ursue the investigation and publish bulletins 
in tire towns and villages, it is alright. 

Q . — Do you tlrink tliat it is pos.sihle tei have an institute for e*v<*rv 
district? Who is to maintain and support such institutes y 

.4. — Tt must he possible, if we want tei carry out any siuh in ve'*stigatiem. 
The expenses may partly he met hv Government and partly by the non- 
officials. 

Q . — At present we have got six institutes in the Presidency. Do you 
think that it is possible to form more? Would it lie more efficient and Indter 
if they niateriali.se? May T suggest that it will take n long time Ixifore 
you can have one institut4 for each district, and that it will not l>e possible 
to get enough of candidates to keep them going on ? 

A . — Yea. 

Q . — Teaching side of it is also necessary? 

A. — Yes, it is very’ necessary. In fact it i« the basis, 

Q , — You have got the prices of various crops ]>ublished iii neirspaj>ei’s. 
Is it necessary to get the priet*s to the ryots 
-4. — Yes. it is also very’ necessary’. 
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Q , — Have llieM^ inhlituUtt» any inuU*rial effect in developing the co- 
operative movements 

-4. — Yes. They are really serving a very useful purpose in that they 
are educating the people for co-operative work. In fact, 1 should thinL 
that even the ereinies of the co-operative institutes have now l>egun to luiy 
that they are getting l>etter class of 8U|>ervison^. 

Q.—w ^5 were tidd that in tiie villages tliere u considerable aiuouiit of 
hoarded wealth. Do you think that it is true? 

A , — I do not tlunk there is any considerable amount of hoarded wealth 
in the villages, in these parts. 

If ourded wcaltli includes two different kinds of savings. One is cash 
and the other is in the form of Jewels and ornaments which can be converU'd 
into gold and it is also a saving. Do these exist to any very great extent? 

.1. -No, [nil ticulai ly in Malabar people are not liankering after jewels. 

(j , — Wliat aio they doing with those sa\ ings? Is there inueli money- 
lending among ryots? 

A . — Tile i>ots themselves lend to one another. 7’Iie wealthy ryots lend 
to the smaller ones. 

Q. — Do any of them deposit money into eo-o|>erative societies? 

.1. " I do not find their savings are tlejio.sited in co-operati\’c societies, 

D. -Wh y not ? 

A. — 'riu*y only prefer to lend their savings to other ryots. If thej' only 
deposit th(‘ir money into tlie <<>-oj)erativ(‘ .societies, they are not sure of 
getting it when they want. There is no j)rovisi(>n in the l)y-law.s of vo- 
operuti^X' societies to letiirn tlie nu‘ml>ers- deposits wlum they want. 

V.- If they adopt the foreiast system of loans, would it not enable Ibo 
ryots to deposit tlieir .sin ings in eo-op(Mut ive societies? 

,l.-"Yes. In many of the co-operative societies liere tlieii* are no pro- 
visions lor savings deposits. 

Q . — If the>- have blotter cash facilities, would the membei*s put their 
luonev into th(' sochelitvs? 

/I .‘—Yes. 

Q . — Do you think it is due to ilistrust? 

*1. — Not <^xactly so. 'J'hey arc not sure that they would get buck the 
money at any time they might require. As I have already stated, there 
IS no such facilities in eo-operativo societies here. 

Q . — In the village societies the bulk of tlie funds are in the lonii (d 
share capital. Is that .satisfactory? 

.4. — It is fairly satisfactory, and it is vastly chn-eloping. 

y. — Hut the ryot (aiiuot get it Imek, Do you not think tliat it is worth 
while to fostt'r the growth of savings dcqiosits in co-ojierative societies? 

• .1. — It is very atlvisahle. Many .so<-ieties have passed by-laws providing 
for savings ileposits. About 25 per etuit of tlie soeietie.s have already 
amended tludr liy-Iaws to this effect. 

y. Do \ou know anything about the kuris? 

A . — f do not know about them. 

y. — Do any of the co-operative societies run kuris? 

i — It is only one or two co-operative societies that have applied to me 
lor j[)erinission to run chit funds. 

y. — Have you come across w ith the activities of the newly formed 
agricultural banks? 

A. — I have no idea about that, and I am not conversant with them. 

Mr, J/un/\str(n/u Xayudu: You refer to Imjierial Hank's attitude towarcLi 
oo-operative societies witli regard to the grant of oveidrafte. Will you 
kindly tell us what exactly your difficulties are? 1 understand that the 
Imperial Hank wants the district banks should look more to the urban 
bai^s for their overdrafts than the Imperial Bank and with that object 
they are trying to reduce their overdrafts during the (*oin*se of five years. 

A , — I do not think that is the reason. They have no faith in the pro- 
inissoi'y-notes of co-operative societies and that is why they ai-e cutting shori 
their overdrafts. 



Q , — You have got n lot of money in the Central Urban Bank. Why not 
the various district banks draw money from the Central Urban BankP 

A. — If money readily available from the Madras Central Urban Bank 

we can do that. 

Q , — Coconut and arecanut are the two commercial crops here. Does the 
actual producer get a fair price or value for it now? 

A , — dl understand that ho is not getting. 

Q , — Do you think there is any method by which he I'ould Ih> made to 
receive iU full value? 

must l>e able to market it to the place where it is exported by 
the middleman. In the ease of arecanut it is manufactured here and aohi 
at Bangalore, Madura. Trichinopoly and other places. The ryot does not 
know where he can market it. 

Q , — Is it iiurchased dimtly by th€> merchants and is it maiuifactured 
by them in the town here? 

A. — It is manufactured here pivpnre<l for the market and then semt to 
Bangalore and other places. 

Q , — The agriculturist sells the arecanut in an \incured (smditionF 

.4.— Yes. 

Q . — Do you think they ('an 1 k' helped? 

4 — The lyot must he taught to manufacture and the ryot must also 
l>e told where he can market to his Ix'sl advantage. 

Q . — Ts it lUMs^ssary that the ryots .should have plants for manufacturing? 

4 — The ryots themselv('s should eomhine together and start a co-operative 
sale society for sidling ar<M'a?int in the Iw'st market. 

Q. — Such arrangenwnts lor preparing nuts for side (an be dotie by the 
co-operative soi iet ies ? 

.4, — Yes. it i> being done by the side smdety hme. We are told that the 
market is in Bangalore, Bellarv and Ilindupiir. We an* nnalih^ to employ 
competent men tor selling it. 

Q . — Tlie ryot )ms to < ur(‘ the arcKanuts within 21 hours aft<*r pliK'king? 

4 — Ws 

Q . — As he is not able to ctire it he judls it in the nrunannfnct nred state 
to the merehaiit in th(‘ town Munetimes at very low prices. If the eo- 
operativ(* s<Hieti('s enahji' him to cuf'o his anvainuts he run k(V'p his Rtockn 
for sornetirn(* more til! he g('ts n good price? 

.4 . -Yes. 

Q . — You an* of opinion that the rf>-o|><^rative sfK'icdies could come to his 
help? 

A . — Yes surely 

Q — What would Ik* the (‘ost of the plant? 

A . — A sum ol Bsi 2tX) is necessary. It is cut with some old instruments. 

Q . — Are there not wealthy men in the villages who afv* tliemselves pur- 
chasing the.s^* things and curiiig them wuth a %'iew to sM? 

A . — They are doing it on a small ncalc hut those people do not know- 
where thev could market it. They are not in touch with the* price of the 
market. They tried to send their men hut then the pri(‘eH went low. 

Q . — Surely if the ryot is able to keep up Ids stock without sidlirig them 
to the merchants he would 1 h^ able to get a Iwtter prif*e if he cures them 
and sells afterwards? 

A. — Yes. If he is able to cure it he can keep it for some time, I know 
of a merchant who cure.s hut yet lost. Want of information ant regards 
the market price stands in the way. 

Q . — The ordinary producer sells away to the nearest merchant. In order 
to avoid it, could not the co-operative societies stock those things and sell 
it to other merchants foi better price? 

A . — ^The merchant will not give a good price. 

Q . — ^Do you mean to say that there is no competition among the mer- 
chants P 

A. — There are two merchants. They are brothers. 
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. — Nohodv else? 

.—No. 

(>. — Do you think that these people make very large prol^tsf 

*4 .—Yes ; these two merchants have made lakhs on areeamits. 

Q . — How is it then that people do not com© forward to mains tiiat a 
business and make profit out of it? 

A. — Individually each man feels nervous about it. 

O. — Aro there any secrets in that trade? 

A . — Ihere are secrets in manufacturing. We must know how to matiu- 
faciture. 

Q — Have you investigated why it is that the two brothers are doing 
that trade while others Tiave not come to trad© even though it is very 
easy to organize* and make profits.^ 

A. — Suppose he manufaetnro.s. He will have only small quantities. 
He will hav'e to find out the market el.sewhore. He must l>e able to depute 
a man and wateb the priee and see whether it is rising or falling. It does 
not pay lor him. If there is a ef>-operative society composed of a large 
numlxn* of ryots they can afford to employ a man. Some of them have also 
got some experience* of enring. One man cannot afford to risk and suffer. 
Half a dozen |>eo[>le }iav<* lost in the tiacle have joined the scxdety and 

they have now suceecMled. One is the Seer(*tary (»f the Kumaranallur nreeannt 
wholesale society. 

Q . — Do you think from yonr experience for the last two years that :t 
cojild he encouraged? 

A . — Surely, the society lias now got hranclies. They are arranging for 
curing and marketing. They want some teclinieal help from the Government. 
One inspector is solely employed for this purpose, H** is going to he sent to 
Madura and other places for marketing. 

Q . — Ifut with regard to eo<*onnt tihat is the difficjilty ? [s tliere sufficient 
rivalry in the trade? 

.4 - I liave not handled it. 

Q . — Are the peo})le accustomed to saving habits? 

A . — They have some spare cash with them hut T am not able to say 
whether they havt* acquirc'd the savings habit ))ecaus(‘ I do not find any 
deposits in tlu^ co-o()ei‘ative soc’ietios. 

Q . — Are your co-operative sr)eieties financing the cultivators? 

.4 .— Now they Isirrow from tlie co-operative soc ieties. 

Q . — Hut thev want long-term loans. Is it not ? 

.4.— Yes. 


Q . — You do not expect them to return in the eoui'se of one or two years? 
.4. — They now borrow for two years. 

Q . — Are they able t<i lepay? 

4. — Some rejiay and some ap])ly for extension of time. 

Q . — Surely such loans could not he givcm by the co-operative societies? 

4. — The eo-o[)erntive c'ledit s(K‘ietic\s should not lend money for these 
pu rposos. 


— Then what do you suggest towaixls financing sucli needs? Would 
the land mortgage hanks he able to do that sort of work? 

4. — TJie land mortgage hanks might do that. 

Q . — One incident of the kanam tenure in Malabar is that once in ten 
or twelve years when the kanam has to he renewed the fee that the tenant 
has to pay is very heavy and the amount (*ould not he reiiaid in the next 
year. ^4iat would you suggest for that? 

4. — T do not think that the land mortgage hanks are necessary for the 
purpose. 


— Wherefrom do the people now get money? 

, — Now they get from the co-operative societies. Some repay within 


the fixed time hut some apply for extension of the time. I think that the 


amount can be repaid within a period of five years at the most. 


Q , — Are your societies now lending for five years? 
4. — They now lend for five years. 
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0. — In tibe cane of plac'es wlu ro there are no eo-operntire ftoeietieit whei'6 
dr> they borrow from y 

.4, — In tile villages Ihev borrow from the ri<ber lundlonls and in tho 
tiHmn areas they* l>orrow fi'ton the traders, 

is the prevailing rate of intert'stP 

the merehantx they lK>rn>w at the rale ot 12 iH‘r ihmu , That 
fc wliiit is talle<l the wnrinfha or the normal rate in Malahai It all 

depends upon tlie iifHX'ssity of the |H*rM>n Imrrowing In sume (jim's tln'v 

borrow even at 24 per cent ami .‘tti |h‘i e«*nt interest at times I kno« of an 
instance whei-e a man in Ponnnni Imrioweil at .*16 per cent intei'est ami tho 
rc^sult was that in thiw years* time he had to sell aauy his pn>perty 

(f . — Are such cases general' 

A . — There are per»<ms het^‘ at Calicut who lend at *24 per <ent and :Ui 
per font hut that will depeiul on the man himself and tlie no<'evsu> But 
ordinarily the late of interest is 1*2 per etoit. 

Mr. (tOfKiio Mrnoti : Om* of the problems that we have t«» solve is aulj 

regard to the marketing of the prodinn*. Ihi you think that the ryot isnild 

he brought into touch with tin* ultimate hnver or <onsninf*i ^ 

.4 —Yes. 

Q . — How ? 

4 . — It t‘an he done i>i*ovide<l there is a sale -scKiety at every union fHUitrt* 
and theit? is also a central society so that all tlit^se sale societies at tlie union 
centres r'ould l>e federated to tlu' e<mtrai sale MHiet\. 14ns (s>-op,‘iativ(‘ 

so<‘iety should he able to lend the ryot also (o some extent and the sah‘ 
society also should lie ahh* to h*nd him to some (‘xtent, .so that tlu' proiliice 
hi-ought to tlie.s<^ sale s«Kif*ties could U* market«»d in the <listn<t (^Mitres ot 
elsewhere to tin* h(*st advantage. 

Q. — Hav(* yon thought ol tlie (.lifficulty of ilmnnating th<‘ presmit agency 
that exists between the metcliant and tlie ryot 

.4.— We can easily eliminati* all the difhcnlties provuhsl ue make it a 
condition jnxHi'dent when \\v give tlu* loan that lu* should hand »>vei the 
|n'(Klu(‘(* to the (*o-operat ive sovwiy . 

V. — Is it your vien that instead of the joescjit ageiu v lending him moiu*y 
th(‘re shniihl he tlu' co-i)|)erat i\ e six iet ies ahich slionid lend *' 

.4.- Yes. Now the ordinary inoney-Iendei li‘n(ls to hint on (omlition 
that he gives his jirodnee to the lender. So also a lien tin* (x>-opera 1 1 ve 
society lends to him it should insist upon the lorulifion that the prodnee 
should he hrought to it. 

(J . — In that case do you think that the piesent tigent whetlier ho is a 
morcliant or a middleman ean he e!iminate<i r' 

j — ff the society lends for cultivation expens<*s, the society will get tin* 
prcKluce. 

t,h--l)o yon not think that tlu* <*xport merchant. Nay ioi instance* ground- 
nut or cotton, should ((u tainly g<‘t the pisHliux* lor c*xpoit Will he not 
try to get into touch with tlic eidtivutoi thus compete* with tlu* c‘o-(>p(*rat ivi* 
seK'ie'tie^s y Heiw* can you then eliminate the pressent age’it y in the (onriti v ^ 

/I- — If the e' 0 --operative ,socie*ties we>nld assure* the rycit ol the l>«»st market 
for iris prexiiiee* he would rathen pix^fer to m*II Ins priMlnce* through the* ce>“ 
operative soe ieties, 

— Your idea is that tlie jMe*sent agency is charging a hign rate of 
intere*st and that the co-operative soeictie*s might h*iul at a h;we»r rate- nl 

interest. Is tlvat it y 
A. —Yes. 

Q.~T>o you not think that the presc*nt agency will offer him money at n 
lower rate of inte'rest and try to secure the* procluee and certain tlie^ custom 
of tho ryot which he now liasy 

,4 -_Kven then if the inemlHM* is loyal he will give Iiim prexlnce only to the 
seK'iety. 

Q , — Your ielea then i.s tnat he must lx* made* a meinlw‘r of the* seK’i<*ty 
and he should be asked to deal only through the co-operative MK'ietyP 
A.— Yes. 

^ -_What is the rate of interest at which tho present agency advances 
nmoey to the r>’otP Have you any idea? 

A.*— T iindoiitand that they lend to these pe*op1o at 12 per cent. 

70 
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Q — What in the marf^in koptP 

A . — They lend generally ahoot 50 per cent. 

Q . — We were told that in some ca>>t*H it extends np tc 70 per cent or 80 
per c?ent? Ik that luit true? 

A. — Yes. In «uch ca«es th€\y take the risk. 

Q . — And he gets tlie raw produce. I« it not? 

A. — Yes, and then prepares it for the market. 

Q . — Who prepares it for tlie market? 

A . — The middleman. 

Q . — Of course that can Im‘ done a cr>-of»erat ive society is it not? 

A . — Y< *ft. 

Q . — Yonr idcMi is that the ryot must l>e hronght in a position ol colIiHtivo 
hargaining through the co-operative societies <*l iininnt ing the middlernatr'' 

A,- -Ym. 

Q. — Yf)U naturally tliink that those firms tn- otlu^rs will hav<‘ to go 

to the sale scK'ietv and huy there? 

A. — Yes. if they want to huy. 

Q. — Do you then think tliat the |>r<‘sent innnhoi- of (“i>-opera live societies 
is enough at all for that sort of business? 

A . — T do not say it (nn h«‘ (h)ne hut it is possible to do ilint. 

Q — So n gieat flea) of [>ropaganda work is needed not only to edm-afe 
the ryots hut also to hriiig more co-op<M*at iv*‘ societies into eNistenre? 

A . — Yes. 

Q . — INly fear is whether there will l)e an aet\ial eoinpetition between the 
co-oporativH^ societies and the commercial agents that are working at it nov . 
Do you not think so? 

.4. — The members of the society will feel that the sociedy alone is their 
salvation, because oven if the export agent offers him money at a l<)W(‘r rale 
of interest he knows tiuit lu‘ will lx* s<|uee 7 .ed at some otlim- vtage and ^o 
lie has no faith in such agcuits. K<». if they are only lo\ al to tiu* co-ojxoait ive 
societies we can certinnlx’ eliminate the mi<ld]eman. 

(?, — So you not only want these instit utioirs to 1 k‘ brought into existence 
l)Ut you also want that attempts should be mad(‘ if) rinanc<‘ tlH*s(‘ organi- 
zations taking ca?o that the private cominercdal inteivsts do not kill them? 

A . — Yes. 

p.—Do vou think that then von can achieve vonr object? 

A 

Q . — Then there is another agency apart from these export merchants. 
The hanks want business. They must have busifiess and thov 

must live in the country, fs that not so? 

A . — If the co-operative societies develop they may go. 

Q . — What J want to know is whether there will he any co-oj)erat ion between 
the joint-stock hanks and the co-operative societies in order that both these 
financial agencies may secure the products and afterwards sell to the export 
merchants ? 

A . — I do not mind if tlie joint-stock hanks advance money on produce 
deposited in the sale society. But T do not want them to come in until there 
is a paucity of funds. 

(?. — What I have in mind is this. The middleman must live. Can you 
eliminate him? 

A. — Yes, w'e can certainly eliminate the middleman. Tn the case of the 
coir industry we have eliminated a large number of these middlemen, and 
we are able to deal directly with Messrs, Pierce Leslie & Co. Even for 
that work we have not now got a separate man and we have addressed the 
Govemment through the Registrar. Probably we can even eliminate Messrs. 
Pierce Leslie ci Co,, and have direct dealings with England, Germany and 
other places. 

Q . — The chief difficulty for the producer is to get at the financing insti- 
tutions because every time the middleman will he there to finalu^^ him. Is 
it not so? 

/I .-—For that purpose the district bank.s have to open bra^uhes w'here 
there arc the sate societies. As it is there are no such facilities. 



Along with that do you think tliat aiiyihmg nbi? nhonld Ui dune id 
urdur to edutale tiie ryoti^ 

.1. — Yes. 8»>nio proi>aguiula work .s1h>uUI aK>o Ih? dune. 

V.— For that projiagarulu where will you have your agoiuyi^ It must 
a inun knowing all alw^ut the iiiarketiiig cuuditioirs and the prueN ot the 
various eoiiiiumlitie^s. Have you got any mkIi ageiu now in the touiiti ^ r 

*1 . It is just that lliat t\ aaiting iitiw. 

V- — You have no suleMoen in tlu* louiitiy either to hiiy or to sell P 
• A. No, we have not got pistple who <1111 advise, 

y. -What IS tile ageiuy that yon ran hnng into exisleme You want 
to tHiucati' the }>rodn<er and yini also want propugamla work to Iw done 
amongst them to tell them that tlu* pnalmH* shoulil U* sold through the sale 
s<x-iety ? 

want j)i oimgaiuiu at the hottom luul at the top wi* want c*\|K‘J’ 1 
iidviee in the matter ot the sal«‘ of the lu'oduee. 

y. -How can we ( ii*at<* tins agent y r Whatever may he the iiumher ot 
soc ieties that \ou may start and tin* hnaiu ing agmu les that yon may have, 
yon w ill slow l\ find tlial the muhlleman eomes aiul tak<*s away the juvaluee 
trom tlie ryot, owing to the piostnl relat ionshi[> hc'twcxm the twor 

.1 . -I (listussed tile matU'i w itli Mr. . K . Meiion and lu* told me that 
it the Government would send a man ht* eonid he taken as a stihordinule 
in the lederutioii. His idea is that <me man should he tixed up m the 
IcHleratum ami that tlu- itshration being iinahle to pay snrii a man the 
Goveriinietit siioiild pay him. 

y. Hut wheie is llu' man witli the iei|Uisiie knowledge tn eoim* li'omy 

I — d'liere ait* a mmdmr ol |K*oph‘. 'I'hec havi* only to ho paid for heavily. 

y. — Do you want a separate man loi' t‘acli commodity:' 

.1.- ddiat is not lusc'ssai v. I'here can hi* lonnd pc*rsons with (lie leipiisite 

kuowlexigo in ic^gard to inan\ ol the eomniod it les. 

y.- -With rc‘gard to whafr' 

•d.— With regard to marketing. 

y. — You liav(‘ no salc‘smen in tlu' coiintr'jt mlher to huy or to sell as in 
the western con n tries? 

.1.— W e have no peojile to gn i' expert a<l\ ice in sueli matters. 

y. - W hat IS the reuicHlN that you < an think ol W hat is the agem y that 

you tail bring into exisUmee? 

,1. 1’he produce iii each district shouhl Im* luai keted by the eCMtUl'al knin 

and sale society. In the lust place we want propaganda at the Ixittum and 
expert advice at the top. 

y.— How’ can we create tins agency? 

A , — I discussed this matter with Mr. Krishna Menon ol tiie I* edti ation 
iiere and he told me* that il the (*ovc‘rnment \Noviicl pay a man he can work 
vimlei the Federation. He must tonn part and pui’cel ol the Icslcration 
He thinks that ouc' man eiitirc'ly res}Mmsihle tor all tlu wink and working 
wliully under the Federation hut j»aid by the (iovernimuit is necessarv. 

y.- You want a man. hut where is the man with the icijiiisite knowledge to 
c ome trom ? 

A. — He is available, d'lici'e are a nuiiiher ol c'X[>(mIs here. 


y. 'Y<iu want on<’ man lor each eommodHy? 

A. It iKJssilile. otherwise persons may he touud with the recpiihile Um»w- 
ledge ot all these things. 

y. — Wdiat is that ‘ recpiisiU? know le<lge ’ ? 

A. —Knowledge ot marketing, henv it is niui keted, m ivhat all filaees, wlmt 
is the jiroeess ot man ntacture, etc. Propagamlu is also neeessaiy. 

y. — But pro]iagaiida does not reciuire expert knowledge? Fraetieaily you 
want a man to go and huy these things Iroin him and wl»er<* do you get 
such trained men tixim? From where can suc-h men with tlie i*ec4uiHite 

knowledge he trained? . 

A —They can be trained in .some of the European hnm$ or in the training 

institute. 





Q , — You wmit IraiatMl men utul there t)e a pUct? wiiere «ueti men 

can l>e trained r" 

Q. — Do you think that the i-o-oj^erative ini»tituteji» tan take up the training 
ol huch men Y 

A. — Yes. I M'juit also to suggest one thing and that is the registration 
of all these* money-lenders and the prohibition hy legislation of exteiisive 
rut<*s of interest. Now they c'hurge 18 to j>er tent inteiest and ruin the 
ryots. 

— Y'ou want the rates chargtHl hv these men to Ik? limited hv legislation? 

.1. -Yes. 

The < ’hatniKni : Are there inuiiy Multuni.s ami Marwaris here? 

A. — 'Fheic? are ^oim? Miiltanis hut very few Maruaris. 

Q . — Do tin* mojiev-lemlers lend to tlie ryots <m the condition that it should 
Im* repaid in kind? 

A.— Ye.s. 

— Any idea as to what latc it will work up to? 

.1.— Jt will work out at 24 [>ei cent interest. 

Is iliat all? 

4 — Yes, only 2i per cent. 

Q , — That is a (s)ijMnon iorm of lending? 

A . — Yes. 

('I'lie witne.ss then withdrew.) 
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T/u i hnu imin : I umit rttaiul (hat m.u in«* a liimlitM Im-h* r 

4 — Yt*s. 

V- M hat ]s (til* natuiH' <»J ihr hu'-iufss (hut \(»u arr 

d 1 am hfl|uiiji ll»c lo<al iim*! <*hai»( s in 1 1 ans|KM t thru to 

.'several jduros in ihr comitrv hy u(hiincm;j^ iimiu v lo thriu «>n d<)<a(niiutts. 1 
take the (hn ummi a^ s^H iirity ami M>m! it iIiioumIi liin»enal Bank am) 

lealize tlie anaiunt at the (ithet end. 

— Du \ou \\urk oil \ (iin own <a|ntalr’ 

.1. Ye'!.. 

You do nut JA*iei\e (U'pu^itsr 

d.— No. 

“ W hat i‘' tlu‘ nature nt tlir du< unient.s un whn h yun ad\aneer 

.1.1 a<l\ ane(' iiiuiie\ on railvNux rt‘e<*ipt >. Besides j uiii diun;; my htiinh 
limsiness Fur instame a emtain ^ientlemaii hooks soiim' eojua <}| eotxmut 
r‘Oir Iruin Ih'ii* to tin- Andhra listnet> ami supiiosr |m> has no mt>m*> ut tiie 
tune. Hi* eoJues to im^ with lie railway re(ei)>i. 1 know a j>|»i oximaieiy tlie 
eost oi the ; I ad\am'e ,earl\ 7 *» to HU jaa eeiii i the total value* oi 

the t>;ood.s ami ^et a dmiiaud p o-nole ♦•.\e< uted in in\ la^mu )c»r till' amount. 

then nue it to the Impel I Bank ami tin- lin|)ei at Bank (leilits my 
aeeouiit w ith the amount and ii uhzi's it throii).;h then I i am lies at tlie oilu*r 
place troni tlie other merchant. Ihat is how I am <air in^ on (he husiness. 

Q — When iloes (he railwa,\ receipt come inr* 

I — 'Phat reiire.seiits the j:;ooils eons!j[4ned. d’lie local men hunts In ings it 
to me and tin* good.s which it reineseiits aie my security tor the amount I 
advance . 

y — Wliat Is the Us(‘ ol the ladwiiy receipt. Thi* goods are eoiisigmMi to 
MJinelKHly else tliert*y 

A . — riie railway receijit will Ik* with me ami unless the consignee jniKltU'c^ 
the railway receijit at the other end. he cannot take deliviuN ol the goods. 
] do not know tliat party myseli , hnt the ginnls are mv stM urily. ( etitiiely 
rely upon the tairnoss and honesty ol the [laity. 

Q . — It the con.sigiK*c .signs an indeiniiitv IkuuI, (ould he not take delivei> 
ot tlie goods? 

A , — Then I will hring him to the i riiiiinal court. 

Q . — How can you In ing him to the c riminal court, he is only (he (cmsigiic'c 
und the good.s are hooked to him. Supt>ose lie saVs that he has lost the 
railway receipt ami signs in indeuiiiitv bond, esin the railway authoritii*s 
refuse to deliver the goods? 

A. — Surely not. There has l>ecm no dilliculty up til) now. 1 have Ihhju 
doing business like this tor about IB laklis oi rvijme.'* and I have never la’cn 
elieatod hitheido. How can the other party say that he has lost hia railway 
receipt when 1 have i>aid iny casli here and wlien I have the mdwaj 
receipt with me. He could .surely be brougiit to court. 



Q.~ kiv could take delivery ot the gotxlh l>ona hde. It would not n6ces* 
fcuriJy imply any j^windliiig on the part of tlie tonsigneei^ 

/I. -The consignee han ordcretl certain gcxKls from the merchant and he 
is aware that the goods have arrived at the station, that he has got to pay 
for them and then oidy take delivery of the same. If on the other hand 
he simply signs any indemnity IioimI^ and takes delivery, of the goods, it 
certainly amounts to fraud and criniinal intention on his" part, and so he .'s 
liable for criminal ]>rosei*utioii. Moreover we have got t'ertaiii cheeks to see 
whether tlie eonsigntsi* takes delivery of the go<Kls. We wait for three or 
four days lor the gtaxls to rt‘a( h the other station and watch whether any 
dodge is l»eiug idayed hy hint. it utter a reasonable time the goods are 

not taken delivery of, we wiie t«) tlie agent of the Imperial Hank. The 
Agent ot the Imperial Hank sends a notiee to that party asking him whether 

he is going to take delivery of tli<* goods hy i>a\ ing us the money. If the 

party knowing ail these, still executes an iiideiuuity bond foi* taking delivery 
of the g<HKls, be is eertaiulv liable to < riiiiinal ])rosi*cut ion . 

Q — Y„,, that you obtain a pro-note exei uted by the luerchant in your 

favour. Is it in the loriu of a bill:*' 

/I, -It IS a deiiiand [iro-note. It siiiijily runs tbiis—*^ On demand or 
order, pleu.se ])uy Mr. Hainaswami Ayyar the .sum ol Rs. 5.(KK) only for 

value reeeived in (ash . etc, It can be called a bill also. 

y is the rate ol interest that xon cluwgc on your advances I*' 

.1. — There is nothing of that sort. We charge only a small commissioii, 
i.e., i per cent. 

y. — If there is any delay in paying the lull, do yon not charge him 
any interests 

A. — \Vhutever I have to jiay to the Imjieiial Hank, during the pericxl 
of delay, I (silleet it from the party. 'I'be laU* ol interest generally eliargeil 
by tlie Imjierial Hank is to 9 per cent. 

(J. — Yon sav that the rate of interest tlet>ends on the Imjjeiial Hank rale!'' 

A.— Yes. 


Q.-- \i)U jeeeiv(‘ the railwax receipt and the bill. 'You send the bill on 
to the iinperial Hank and pay the eonsignoi here. You have to wait until 
the eonsignee uetnally i)uys, is that soY 

,1. — No. I have credit with the Imperial Hank and 1 discount the bill 
w itli them. 

Q . — Idien the bill is sent to the local Inancli of the Imperial Hank for 
collection. If there is no Imperial Hunk in that j)lac('. xvhai will von doi^ 

A. — Then it will be sent to the nearest Imperial Hank. 

(J . — Do you not diseount it w ith other banks r" Or is it xvitli the Imperial 
Hank onlyi' 

.1. — We do business mostly w ith the Imperial Hunk, hut with other banks 
also xve do business. 


Q . — You 
I .—Yes, 


mean tlie Multan i 
Multan i bankers, 


bankers Y 
(diotti bunkers 


and 


Hrainuan 


bankei>>. 


(I.--Is there inueli husiness done liy Hruliinin bankers r 

.A. — Recently their business too has fallen owing to the Imperial Hank 
having opened branches all over the eouiitry. 

(J . — Who is doing the bulk of the business'' is it the Hruhinaii bankers, 
or Multan ivS or the Nattukottui ChettisP 

A. — 1 believe every banker does liis own share of business. AVherever 
we go we have got all these classes of bankers, and each is doing his business 
in his own way. 


Q, — Y'ou do business only, with the linns iiial are known to you locally ? 

A. — Y^es. 

O. — What ubout the discounting of hundis*:' 

A^lt is going o» on a Jai-go scale. . 

Q . — Do you carry out considerable dfOoUni ol business yourself? 
A.-M^nsiderable, so far m 1 am c'oneefnod, I think 1 am doing business 
to of a lakh of rupees every ^ r 

is th« nature of that bi^iifossf 

A — M(xitly hundi business only. We jtfeo draw on .stamp paper, bearing 
a certain date, generally three months^ date. 



0. — Are they not on sigjhtP 

.4. — Very rarely. Tins is for the purjKXio of acooininotlal ing huf^ineaaman. 

Q — What is the s^^ourity von demand fnim them? 

A . — So far as 1 am conc-ei^Refl . the s^Hniritv that T demand is .mU netsonul 
seenrity. 

<?. — Are yours accommodation hundis? 

4.— No. This is not an acssunnuxlation hnndi. ft is a Imndi Imstsl on 
sjxHnfic transaction takinp^ only jM'rsonal MH'Urity. 

Q. — Ts there no trade hil! Indiind it ? 

4, Notliinpc. There an' a tew in.stan<‘es on whif'h wo take a pjenernl 
secu!‘ity t roin the party with the pn>mise of a(ss>mmodat inp with him n[> t 4 i a 
fH»riain limit. Those hills may sometimes he (‘OVens:! hy the ann)unt, hnt 
oiMierally spoakinjx that is not the rule. That is only in the ease of ]»aT'ties 
whom we think are m)t snfli<‘iently Minnd. 

Q. — Are those ^^udathi hundis? 

4. — That term is iu>t known io us. 

0- AVhnt do you then call vour hundis? 

4 W’o sim|))y call them ordinarA* htimlis. 

0. — Tfow mnn>’ kinds of hundis nr<* t)u*re in this m/irket 

A . — There are many kinds of hundis. 

0. - Will not the ordinary htindis hear iiHenvst ? 

.1 . No. Tlu're is no ( ustom of ( harf^in^ inter<'st 

Q — Theretorf* the* amninil paxahio is tlu» amount spt*(ifl(ul . ft yrm want 
the amount at an enriv dato \ on sh< have to dis«ount it. that so? 

.1 . — Yes. Ours fs M)nu‘thiTi^ like> the Mudathi hnndi. 

— Have \oii ever (oine with an\ Clndti himdi Do y^nt md 

UJiy of them d isronnii'd i-' 

Y<'s. a yiood iiianx (jf tlnnn are {ominfj: in dailv from o!ir enstorners 
We (diar^ie sonu‘ eoinmission all eases. 

ft. How do \on dis«*oont a nada»>n hnndi \\'hai iv a nndjinn hnndi !•" 

.1 . Tin* rnidaon hnndi is a hnndi in which thma* is a si)e<“itie anuaint 
hariri'ahle with tnteri'^t at 1 1n' innhuni ra% There is also a eerlam dat«' 
leentioiK'd frofii which it h«ais mt^oest Tt most <!ifneul( to disefnint 
them. 

(). Do von know what the late of iiiterest mnn'iallx fd»arK«Hl on 

nadann hnmlis!" 

1. Tt will U' ahont tin' Madr hank rat«‘ that is 0 to per <ent. 

ft. -What is tin' late of inti'n'st von eharir* on tlie hund)s^ 

.1.-1 ehartre T»4*r cent here I do n(»t know the rnt<‘ ot int(*r«*st. If 
I knoxv the r>>t4* of int('r4*st T w dl (’harii<' only f annas lor ID IfK) fjivnriahlv 
f find that tin* aniroint'- of thes»‘ hniidi> nia' f>aid tft me tin tie\t dav ill 
Madras on pi f'sentat ion . 

f),- These are usance hundi'^"-' 

.1 . Th«' iiadafMi hnndi iinariatth hears an int(*r<'st ini'vions to a paHi- 
eular dati' whirh is ])r('vious to the <late he hi iiif^s it to me, Tt mav also 
s4)metim<*s happen that In* hrintis tin* linrnli iinine<l ia telv after it was draxvn 

() — Yon d<» not <lisroimt smh linndis at aJl'-* 

4.~T do. 

O. - How can you dis<*onnt the hnndi after it is due? 

A . — There is no due date in it at all. 

.Vi. CofHiIn M,‘uon : Siuinose it is <!rawn 00 days' siaht or 00 diivs' date, 
how do vou charpe interest? 

4. — We char^ie at the rate of 15 per c-eiit. 

0 The thincj is this. There is a hiinfti wlHch sayn that the amount 

will 1 h> naid in thr('<* montic from date tocetTv-r w^th at the riodapn 

rnie^ That hill o<»ines to vo« tw l>f^ dlH<‘onniefT Yon only know Uie amount 

due on that date is th« arnouftt^Of the hill n]m intercut at a varyi|g rate 
How can vr»u discount a l^iTl in which yon do not kn<»w tiff ^^ual 

to he eveusod T <4o pot take sneh hundis. The nadapu ^ttndi 
T meant was a sipcht hundi drawn hy an indi\idual. 



Q. — I uridet^tarid in Maclnta that the nadapu Inincli8 are drawn at 
day^’ «ight. 

d,- We know that the rate of Intercast in* Madras will vary only l>etween 
7J [>er rent and 10^ per cent. It can never varj^ Ixsyond thei>e limits; neither 
lower nor hijj;her so that when yon do it yoti get a small commission. 1 
do not do all such husincvss. 

Q — Would you <leal with the matter hy taking a little monv’" 

/I. I tak(* soiuething more for the risks 1 take. 

T/ic ('hii'innnn : Do you not think that dfKiiinents of that sort ought Ui 
lie discouraged 

.4. Personalty T do not s<»e why. 

(>. - Will a doeiiinent that sort (command credit if it was drawn in 
C^hettinad and is to Im* dis<'<»nnte<l in the Puiijah? 

A. — 1 do not know how it will be hi*eause the person who draw’s it is 
ru)t known nor the p(‘i son on w hom it is di’awn. 

Wonl<] it iiot facilitate business if hundis were defontely standardise<l 
for th(‘ whole ol India 

d . ~ TIu»h<‘ are the old hanking system an<l they ought to he aliolished. 
fnit I do nf)t s<‘(* why theie is so much of awkwardness about it. 

Q . — It is a hn al peculiarity 

.1 . -Yes, a hit (|U(H,*r. 

<!>.- It is a tvpc of hundi that is drawn onlv i)v the Chettis^ 

d. Yes. 

And it depends on tin* rate of inter<‘st that is fixed only hy them? 

.1 . They alone know th<‘ rate of interest. 

-Your *suggestions is it might possibly fac ilitate business generally 
if Imndis w(*r(* standardist'd . 

d . ~-Y(*s. thf‘r<' is nothing wrong about it. 

.V/. Ufihift'd SitUdH Murium : So the* only htisiness yon arc doing is the 
blind i hnsinf^ss? 

d . - \o. I advance monc'y on pro-notes also. 

-Single signatures or clotHde siguatures? 

.-1 . On single signatures, douhh' signatures and sometimes on the .signa 
tma* of three persons even 

<?.- What is your rate? 

.1. 12 pel' cent. If the linperiaf Bank late is 11 per cent or 0 per eent 

then my rate will he a trifle more. 

Q, — Do yon know that some of Ihe Xattukottai Chetlis are doing this. 
tlu‘.v write a certain rate of intcoest on pro-notes, say 36 per eent with the 
understanding fhat if it is paid before or on the sti])ulated date only 11^ 
per cent will he eoIUnted. Aie you aware of sucli things here? 

d. No, I am not aware of such things. 

Q. Nor are v^ni doing like that? 

A .—No. 


Q . — Your maximum rate of interest is only 12 per cent? 

A. — Yes, hut if the hank rate goes up to 9 per eent or 11 per cent then 
my rate will also he higher. But in no eas*' will it l>e higher than 15 
per eent. 

Q . — Are you lending money to local petty shopkeoi>ers and merchants! 
.1. — I am lending to mercdiants big and ^mall wdio are very respectable 


i 


— On what? 

— On pro-tiotes and hiindis. 


Q . — You are lending for a longer time? 

.1 -What r do is this: when I find that 4:nc man does not pay me an 
the dne date then T convert the demand pr^note into a hundi. 


(>*^Tben he will have to pay on the due date? 

A,' — Yes, lyecause on the hundi the will l>e mentioned. 
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0. — Supper he is not able to meet the huiuli on the due date? 

Among merchants in ibis place a hutidi i« a more dreadful document 
than a pro-note. If it is not paid on the duo date the party kuowa that 
it will be protested and a protest means his ruination in the town. So 
hundis are more dreadful and are only very rarely not paid on the du« 
date. 


V. -Are thert‘ many Multani and Marwari hankers heroF 
A — rhere are Multan is hut not many Marwaris. 

V- — What is their rate oi interest? 

A , — Multanis charge troin 10 annas u|>wards to 12 per cent. 

Q . — It a ill not go more than that? 

A . — Not to the iK^t of iny knowUnlge. 

O — What aill he the net yield on your capital? 

A . — Alnnit 12 per cent. 

Af t\ MfDon : What is the name of \onr hrm? 

d. — Messi*s. Ramaswamy Iyer am! llrothei-s, 

J — What do you style it P 
. — Rankers. 

Q Do you do hiisiuess on your own capital P 
A. — Yes. 

Q . — Do yon re(‘C'ive any deposits? 

A. --Very’ rarely, exeept when intimate friends and ndativos exune and 
recpiest me to keep their money with me. 

Q . — What ainnunt of depfisits have voii at present? 
d.— Rs. lO.tXK) to Rjs. lo.tMKl. 

Q. — You not in t!ie hahit of inking deposits just like any other 

hanker? 

/I. — f do not for the reason that I <lo not want to l>e (ronhlrd hy any* 
Imdy with regard to tlu* deposits. 

Q.—How long have yonr linn working? 

j — j4\., hftiH'ii years. 

Q — Wliat amount ronghly lias laxm iiiveste<!P 
A . — Aliout Rs. 1 lakh. 

Q — What is the volume of yonr husiness. or your annual turnover.^ 

A. — It is vf'ry hig. there are days iii which I trnnKnct even Rs. ryO^OOO 
liusineas. 


Q — Roughly how niueh hundis you discount in a year and hnw' much 
is tran.smitUKl from place to place? 

4 — Ahout Rs. 6 laklis of <‘ach. 

(). — So yon do Rs. 12 lakhs of huHim»f»A a year with a capital of Rs. 1 
lakli. You do not also take deiKwits from the public i 

A . — Yes. 

Q , — What will he yonr working exp<*nse«, Muh ns expenses of manager 
ment. etc.? 

A . — Only Rs. 40 i>er month. 

Q, — Prol>ablv vou are working yournelves? 

A Yes. 

Q — Does the same apply to other hankers of your tyjK? in the city? 

A —Yes. 

Q — What will be their working expenjw*H? 

[ _ Muitant^i do very iiMch more hm.'ncHA than T do. Mo do<« 
about Rs. 10 lakhs of bu.sUe^H aveiy month and his working expens^^ will 
be not more than Rs. 200 per month. 

— So indigenous hanker. apend* more than Rs. 200 |)er month? 

. — Not more than Ra. 000 In any case. 

—That i» if he has a tui%»rer of Rs. 00 lakhs per month? 

.—Yea. 
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Q. — 1h there no relationship Wtween the money-lenders of your class 
and the other indigenous bankem such as Ibe Muitanls, the Nattukoitai 
Chettis and others in the city? 

A. — We have got constant relations with them, almost every day. 

J . — Is it in the way of taking loans? 

. — Yes, discounting liundis and acc'ommoilating each other. 

Q — You also Ixorrow from day to day? 

A . — Sometimes. 

Q . — Tn that way there is a .sort of relationship? 

.4 .-“ We Jiave constant r(‘lationship l>etwecn us. 

Q . — What is the relationship hetwe?en the indigenous hankers, the Im- 
perial Hank of India and the other joint-stock hanks in the eitv? 

A. — The Impeiial Bank gives creKlit to <?erlain specific people and those 
people enjoy that f reflit. I have also got a lot of transactions with tlie 
Imperial Hank hut 1 do not borrow from tlicm. 

Q . — Have yoii nti overdraft account with those hanks? 

y4.-™Nf) overdraft with them nor any liiindi accommodation. I havo 
a current account with tliem and that is liolpful to me, especially in this 
way that when I take document pro-notes to them they give me the money 
almost immediately. Perliaps that is a ^^ort of acef»m modal ion. 

Q. — Do they discount your hills only to the extent of the current account 
amount ? 

A . — No, it is out of all proportion to the amount in the cniTent account, 
is almost unlimited. 

<?. — Are you satisfied with the accommodation yon get from the Imperial 
Bank with regard to your dealings with them? 

.4, — I will thank you not to ask me for an answer On tliat .snhjoci. 

Q . — Have you had any handicaps in your relations with other hankers 
hero P 

A. — Absolutely none. 

Q — Have you always been able to do business with them to your satis- 
faction P 

A. — Yes, with anyone I wanted. 

Q — j take it that it is the same with other indigenous bankers like 
yourself in the town? 

.4. — Yes, hut it dcpemls on the position, credit and character of the 
pei’son. 

Q. — Sii}jpose a small money-lender or hanker is reported to he good. Is 
such an indigenous l)ankor able to obtain sufficient accommodation from 
the other hanks such as the Imperial Bank and the other joint-stoek hanks? 
.4, — It is so. 

Q . — So you think there is relationship between the indigenous banker 
and the joint-stock banks and the Imperial Bank? 

.4. — Yes. there is rolationshi]). 

Q . — Have you been in any way helpful to these hanks in places wheie 
there are no hranehes of tliose hanks? 

A. — You mean the Imperial Bank? 

Q , — That and the joint-stoek banks. 

\ — are not of great help to them, hut they ai‘e helpful to us. 

Q . — Are you not lielpful to them in the financing of internal trade in 
the interior? Have they passed bills on to you for collection fixnn the 
interior? 

A. — Whenever they come across parties about whom thev do not know ^ 
a^iything and they have reasons to believe that we know about thorn then 
they wiite to us conlhlcntially and wo supply the information. 

Q — May I know the system that is adopted by the Imj>erial Bank and 
the other joint-stock banks in collecting money from places where they 
have no branches or where they have no agents? 

4 — They intimate to the parties and the parties send through post 
or bring to the bank the money. 

— T'be party in that case has to incur tlie cost of remittance? 

A , — YeSj if there is no other way of doing it. 



Q . — Wlittt is the rate of iiitertos^ you generally allow on de[«>sit*sf 

:i, — 6 |ier cent. 

You Kay that you ard5\)nly u iiiofiey-leudor with \oiir own oanital, 
hut you diwxjuut humits a»ul tiaiisinit nioiiey irout pliu'e to pIu^'O. 1 r&k 
you to Kivo me your opinion ns to wht'lher Muh tHUUH'rns niny Ik' raliCKl 
rnerelv nH)ney-lenders oniy or hankers r* You say that they <lo not take 
deposits!" 

A , — Wlien I told you that 1 do not take dejaxsits I inoani tlml 1 do not 
take Jt ill that way, hut I take it in another torin. hy nie'in:» of kuris. 

V- — That may he a sort of husiness whieh will help your ts>nstituc:Us, 
hut 1 do not think ii is tlie proper luiulion of a hanker? 

.1. — I iieg to Ik* extuseil. I lH*iieve a <’hit or a kuri is one of the he>t 
means in a hirh a hanker c an help himself as well as Ins tsuisi »t ueiiis and 
do an amount of co-operative wo>'k iimoni^st ptsipU*. 

Q.~ 1 want you to ^ive us ycnir iiidepeudent o|)iiiion in order to lielji 
this C <*i»iin:lter, ( au the name ** hankco- *' he jiroperly ajiplied to them?* 

*1, — I would hont*s(lv stylo them as hankc*rs. 

A[»ait from isuuUutiuj^ kuri> do you ilc'al in any prmluce!" 

,4. " Very little. 

(^K~ OcM nsionaliy you do u, I suppose r 

.4. — There is nothmij:; prc‘ventin<r nu* frciiu doing it, 

V - Suppo e \<»a lm\e capital lying idh* '.vilh yo»i. \Vnl you c|o it? 

I do not tlimk that a hunkc‘r should alloa himsell Ik* dnerted 
like that. 

((>.“-J)o Non think tliat il a hanker sjKsulatc's in the* purchase and 
of gmals It IS lieiielu lal to him? 

.1,-1 do not think it is gmah 

(jh - 1 1 there* is no restvalion imposed upon him do >c>u not think then* 
may Ik* temptation to do it? is it not neei*ssaiy that a liankei must entirely 
undim* Itimself to laniking husine.s.s? 

-4'hat is mv honest lielief. 

Q. Siionld not hankc*rs take depotMts? 

A. — i ilo not take; it heiausc* I do not NNant liahililU's to mount Up iigiiinsi 

me. 

ij. i am asking this just lt> know NNhetlier tlu‘\ should Ik* ealhal huniw 
or merel.s as money-lendei s ? 

A . — It IS not merely moiiev-iending. 

Q — I),, you gel yoin acc*oiuils auditcsl at all? 

.4, Mine is a private hank and i do not gc‘t iny l> 0 !»ks audited. 

i>o \ou think that hankers slmnld puVdisli their audited halancs* 

tohcKd ? 

A. — 1 tliiuk liiey ought to do it. 

Supi»ove the indigc*nou.s hankers are going to he organixecl and 
hicjvight uikU*!' a iHuird ot rc*gjst ration, will you joiii sm h ii l>oavd ? 

.4, — Certainly, i have ah.solutely no ohjectioii to it. 

Q . — You are not auditing your ji<-<-c.>uuts now. You nniII then haNc; Ci 
get your aeeountsi audited? 

\ — I ^vijl certainly do it. 

Q . — Your audited hiilanw nduHtt will then )»e puhlishcsl in the nt»vvspapeitf ? 

ii. — It tan even go to the other end of the earth. 

Q. — SuppOM^ there is a ixssti ictioii us to the mifiiinum capital alrar, You 
are prepared fur that also? 

A , -Yen. 

Q , — You are financing trade hy discounting hundm and advancing money 
on pro-tiote«? 

A. — Yes. 

Q . — la there no system of inland hills of excliarigeP 

4 

Q . — la there much eonii>etition among the indigonotts hankora in d in- 
counting bundiA? 

4!. — No. It i)» the gold loan banka that are very numcrouii bert3. 
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yoo^o4 any reserra fimJP?'£ 

I have earina|:lfipd some ii|ount tor that purpose. 


you change youi^inind Bnc^jiake deposits freely. I would 
Hk ^ from yo§r ,€X|>e lienee as a bahKer for the last 15 years what 
proportTcfh of resene you should have to keep to the amount of depoeits 
you take ? 

.4 —'jl think it should 1)0 20 per eont. 

J . — Is it againsk,*deposits only? 

.-^11 told. 

Q . — What are 4lio^ ftego^ahle instruments on which you advance money 
for trade i)UrpoH^? 

A . — What we calk the deinaud pro-note system, and hundis. 

Qr — No hills of exchange? 

A , — J do not issue the l)ill.s of exchange hut 1 discount any nuinhor of 

you issue 
A. — Oh, yes. 


eluMiUe hooks? 


-V*(»u oiicrt- your eustoiuers to draw on you hy cheques 
Yen. 


(J. - ])o you think that the hundis are playing an important part in the 
commercial transactions of the city? 

A ". — That i.s a .tiling which plays the most important part in the town of 
Calicut. 

Q . — And che<|Uc.s? 

'■* .1 . — One of luy chief fiusinesses i.s di.scoiintiiig cheque.s. In the afternoons 
the customers of the hank cannot have their cheqnos-oaiilwy because the 
hunks will he closed. In such cases if the cheques comq, to me 1 take a 
small discount and 1 i)ay the money, 

7)^0 yon pay the money without any surety? 

/I.— There is no necessity for that. We know the pei*sons with wdioin 

have speh transactions. 

y,* — 14 discounting do von <‘liarge anything? 

ij^j'Myfroy^- iiHuh? 

An HiniH or two for one liundiod ru]>ees. 

The (Imirnuni : I take it that you would he opposed to the buggebtion 
that the Imperial Hank and the other hanks should remain open till lat® 
in the evening? 

A. — No. Tlieir liusiness is over hy the afteriuxin. 

Mr. (i 9 iHihi Meuon : Siippo.se the Imperial Hank or the other joint-stock 
hitUtks like tlie Nedungadi Hank, for instance, work in the evening hours for 
iH% purpose of accommodating those i>eoj)le who could not go to the hank 
^^uring/tlie pre.seiit office liours. Would you object to that? 

.1 .---^bsofuiely not. 

Q . — Do you tliink tliut in tlie Calicut City there is much business in 
that way? 

*4. — Oh, yes. It is being done now and I am doing that. 

<?.— Who are the customers generally? 

I^i4. — A great many people who have issued cheques. 


— You Niiscount the chcKiues after office hottrs? 

.—Yes. That is one of my logular lines of business. 


Q. — So, do you think that there is any necessity for some of these banks 
to their doors open in the evening hours not only for the purpose of 

ftcconiuiodating their own customers but also for the purpose of discounting 
the Cheques of other peo])le? 

A . — will create an amount of trouble which I suppose you may 
not be able to inect easily. 




-How? 


jua. V vv * 

. If, for initaiu'e, a man brings a checiue for Rs. 5,000 the bank may 
have cash w^itli it. 



oifie© i want to khow 


Q , — Such inen will go to the Hanl^ ^rti|K oltiee 
wliy there stiould not J>e evening wlmcing for nnialler men who 

could not find the time to go t&th# hankj^^iiring Uie o%?e hounul 

.4. — Suppofic fifty chiHpieii, eadi for Rs. KX), inalled. That dK^inlf^ 
will crt^ate difficulties. 1 am <»!dy telling you liou an hi rnngejueut like 
that will create a deal of iiifhciiltiev. 

'Bui at the same time you will fie getting deposits uIm>, uni 

•peaking from the j>oint of view of the people who t'onid 90i go to the hank 
during the offic'e hours. \ 

• A . — If there arc such l>ank^ they may 1 k‘ helpful 

Q. — Do you lend money on open actouiit> witfimit Uie intervention of 
these negotial>le instiuments Sujijujse a customer ixuueii to you and shvn 
“ Give me a thou.xaiid rupiH.\s.’' ix> you Iciul him that amount fiy merely 
defiiting tlie amount in tlie accouut? 

4. — I ask him simjdy to sign iny account fioi»k ami I give him the 

Q . — For what period do you lend finny ^ % 

.1. — Xo time is lixod. Ht‘ <un pay at any time and I can demand tlu‘ 
amount from him at any time. 

Q . — Do you encouragi* the fiafiii ot taking a finndi fisun that man and 
dis<x>unt it with otlnn p«H)ple in order that yon may get inoru money to 
put into your fiusnie.vsy 

A . — The man takes a iliousond rupotvs frtun me ntul prt>uiisc‘s to pitV 

on a c'erlaiii date. At the end ot the peno<l agrcHsI upon I ask him whidher 

fie will pay me the money. It lu' says that fie Ims no money to pay mo 

on the ilue date, I a^k liiiu ufietlici fie ha'* any ofijection to <’<»nv«‘rt ing 

it into a liundi and fie uill have no ofijection. 

— And a itfi tliwt you l ari v on your t ran->Het mn y 

I — That is my hysinesN. Onl^ if fie doe^ not fionuur on the ihie date 
1 will have difficulty. 

Q . — You do not ofijtH I to that sort ot linam ingy 

4, -No. It }iel[>> linn and it helps me. 

-iSu])pose ilio man is unalde to pay on the dm* tlatc. How a iH[ you 
meet the liundi^ 

4. — 1 w ill moi't it mvisi'll fi) save my honour. Stried fiusim^ Would 
that if the man fails to pay on the tlm> date 1 sfiuyid run Iniu^ht^ugh fRir * 
gauntlet imincHiiateiy . Hut then* is the humanity tn us and Noinetniieu w'fi 
give him an extension or it in* is only able to pay B>*. H(K) we HHtnve tho 
amotinl and allow' iiim .some tinn\ though strn t Inisimsss would d<un»iid that 
the hill hliould la* protested and that tin* inoiiev should fie reali/AMi or the 
luuii should fie thrown <nit <»1 tlu? pale ot trade. 

Q — Apart from all that wonitl it not help you in youi’ luisiness drulingH. 
if you take a fiundi, iliseount it and g»*l cash against it and then again lend ^ 
the money 

4. — I would insist that in <ases out of a iiundi’ed the man |n»ys on 
due date. 

Q — You u,uy insi.st on that. But my point is whetiicr you (unnot get 
money fiy di.s<»ouiiting it and lend it again?" 

4. — Yes, that is what I am doing, 

Q. — Has the cheque liafilt increased after tlie almlition of the duty on 
clieciues ? 

4. — My answer may not quite help you. It is this way. So far ua f^ulicui 
is ('onceriHMl no doufit tliere is a tendency' for the < fits|ue hafiit to increase. 

! think it hivs eonsidenifily inci\*ased after the dropjiing of ifie anna atamp. 

I think it ought to l>e coutiinuHl. 

-Are your che< 4 uc*s issued in the vernacular or in English P 

.1. — 1 invariafily is.sue the ^her^ues in English. 

. '♦ 

O. — Do all yonr customers issue chec<ue« in the vernacular or in EngTfkb? 

4. — Mont of them use tho English cheques but thci'e are komo^'ho alao 
Uho the vernacular. t 

— Has there been any difficulty with regara to the vernacular cheques P 





Q . — You discount both dltarsan bund is and usance hundis. Are tl»ey 
drawn by the merchants or ard they drawn by the private people? 

1 A-r^‘h<iy are drf^wn only by the merdbants. 

tlie romniisrffion agents draw hundis? 

A. — Ye«. 

AVhut is the security you take in the case of a hundi drawn by a 
commission agent tor goods i>urcliast*(l and des[)atched to the mufassal 
ineifJiants? 

*4. — It be d(x*s that Imsiness he ought to give me a railway receipt. ^ 

Q . — Wliat aie the instruments relating to ownership of goods and produce 
on w'hicli you advance money? 

A. — 7’he railway receipt is the only one on wliicli we make an advance. 

V-— ~Po you advance on dock warrants? 

*d.~^here are a v(*iv tew castvs in wliich 1 took a he‘ca!ity bond where 
the man to whom I make the advam-e states that he will pay me tliat 
amount. 

it sometliiiig like a vm thrutuum imihvum'f 

A. — Ve^. Where railway re(‘eipts are taken nothing else is necessary. 

ij , — You advame money on railway receipts along with security IkukIs? 

A Y(‘>'. 

Q . — Not oil hills of lading? 

A , — On hills of lading also. 

Q, A)ii warehouse receipts? 

/1,~ No. 

Do you advance money on iiisurunee jioiiey? 

d. -1 liavt^ done so in a vtuy tew eases. 

-Iia\(’ you ad valued money on (hd ivory orders ot merchants tor goods 
lytrig 111 the godowns and take delivmy ot the goods? 

.< I have not clone it except in two eases. 

iJvr A not the ^Inltanis doing that sort ot liusines.s in tlie cit} ? 

^.'1 tliink t4u*y are doing. 

1 want to know is wliether you have exiierienced any difficulty 
fu*iinaticing on tiic'se documents? 

.I."- it IS aticr all Die iumesty and the standing of the man that counts 
%fl we are to advaiici' money to him. 

(jh-*Tiie man may he liorw'st and your intuitions may he all right liul 
bomothing might creep in lietween the time of delivery and the payment 
of casli^^. J)o you not think so? 

.W-^1 have not experienced any .such difficulty. 

(J . — In regard to the railwav rec*eipts have vuii heard of anv case in whiidi 
ao man w’liu obtained iiii udvanee on the railway receipt got ti e gcxids from 
t!^ railway c/mipany on the execution ot an iiulenmity hoiid? 

A , — None that 1 know ot. 


Q , — Do you not think that in order to protect the hankei’s the railway 
(X)mpanies should ho made to rocogni/.e the hankers' lien on Ihcjse goods 
before the actual delivery? 

.4.-irThAt is ahscjjutely iiece&aiy. 


you want the hankers to he protected in that way? 

A.— tes. 

Q . — The railway eoinpany sliould recognize the Imnkerb’ lien on tho.s6 
►CIS before n " 


goods lietore making the actual delivery? 

A . — We actually rely upon that thing now and hence w^o advance mojiey 
4^1 railway receipts. 




railway companies can deliver goods by taking an indeinuity 
bona even if bankers have a lien upon those goods? 

A , — They can do it but they ought uot to do it. 


Q , — You therefore think that the bankers should l:ie protected in that 
way in order that they may do things freely? 

A , — That is veiy important. 
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Q . — Have you experienced any linndicaps in accepting railway receipt# 
as titles t-o property F 

A . — So far I have experienced none, ^ 

Q . — As a hanker do yon want the various risk nAc fonns to he modified 
in order that you may get a firmer hold on the goods F 

A . — 1 want that the authorities should Ih' made losjumsilde for k^s of 
any description that might take jdact^ during the trausTnission. 

Q . — But is it not the consigner who go<*s t<> the railway and asLg for 
41 risk form like the C form? 

A . — I want that the railway authorities should insist upon the man 
paying the full value and tlum take the res|amsilulity . 

Q . — Will not the freight eliarges he higher (lu'U? 

A . — The charges may lu' greater, hut here there will not he Tliat cheat- 
ing uhieh in the other ease exists. In no ease wo had atiy suih <lilTic )dty, 
hut the diffieulties inight occur at any tinu'. To prevent such a rh:>ssihility 
it may 1 m' nec^'ssarv and I think that it will h«‘ h(dt<u if tin' railway com- 
panit^ would come to our help in this unit ter. 

Q — Yon think that tln> (jUestion must he ton|nii'e<l intoF 

4 — OP 

Q. — Hav«' von Imd at any time Mir|>lns fumls? 

4 — Only for ahont a month or so hnt not otIicvwis<*, 

Q . — On sm h cxcnsions \\ hat do yon <lo with vonr eash? 

.1.— *\Ve leav(' the amount in one of tlic l)anks, (otln'i- ilr Imperial Hank 
or the Nednngadi Bank. 

Q . — Yon do not lend it out oi tin* dishietr 
.4. --No. 

y.— Have yon Ixhmi ahh* always t<» meet all the demand, tlial W('re miule 
upon yon hy go<Kl <UstonK*rs? Have von had at any time to iiiuse!'* 

.1 . — I hav(‘ not had to r<*fiise in all eases. H ihme were eases mNHiich 
1 had iofuN(‘d it was not ht‘(anse that 1 was short (d inonev hnt hegiitik** I 
was not satisfied with the soundness of tin* a«lvnnet*H. 

Q. — Havf' you expi'iietued any eompetitiou hetwef'U ihe indfg(‘Uous 
hankers and tlu* joint-s»toek hanks? 

A . — f think that tln*y am* doing iinlependeii t lines of husin«'ss. 

Q — What 1 want to know is wheth<*r tlu'ia* is a entting of the rates? 

.4.— Therf' was a entting ol the rate hnt now it has' ceased to exist 4*(B- 
cause the Multanis havi* formed into a syndicate. Hut Ix'fon* that th<*ro 
wa.s an unhealthy {‘ompet ition. 

Q — T want to know whether it exists as lietwc<‘n tin* 5(>'*d-sloek hanks 
and the Multanis? 

4 — JPp Multanis stand aloof and tln-y liappen to l>e tin* ))eople whp 
have the largest volume of business <‘nioying a.s they do (letlit fo tlie o^ni 
of ITs. 20 lakhs with tin* Imperial Bank and so annmg themHeIvcs tlH*y form 
a syndicate. 

Q — Rnppo.se it is arranges! that tin* indigejious hankers should charge 
only a certain perc<*ntage ()\u*r the hank rate, do yon iliink that it would Iki 
successful P 

, 4 . — It will l>e eminently satisfa<;tory atMl iinuicnsely us(‘ful. 

Q — You have no objection to that? 

A . — Ahsolnttdy none. 

Q . — What extra percentage over the hank rate do you charge oVi your 
loans ? 

A.~ It will Ik^ 6 per cent above the hank rate. That is because T do not 
have any accommodation with the Imperial Bank. The Iiu|)erial Bank 
eharges the Muitani 6 per cemt and he charges ns 9 ]>er cent and natiu^]l,Y 
therefore our rate i 12 ] r (eut or 6 per cent over the Imperial Bank tale 

Q . — You have no overdraft with the Imperial Bank.^ 

A.— No. 

Q . — Therefore you take from the Multanis at 3 per cent above thes bank 
rate and you charge 3 c*ent over that? 

.4. — When I had credit with the Imp<*rial Bank 1 charged only 3 per cent 
above the rate at which the bank lent to me. 



Q, — Hare you anv isufirgestiom to make for improvtug the method of 
organization for lending or l>orrowirig ho far as the indigenous t>ankejii are 
concern^? ^ 

A , — n every infmgeizous hanker will publish his accounis and allow them 
to be auditeih his status and )>oHition will >»e known very well and the bigger 
banka will l>e able to aeeoinniodate him to the extent his business will admit. 

Q . — And they (an lend at a certain fixed rate above tiu? ordinary lend* 
ing raU^ of the money market*' 

A, — Yes, and also allow them a loasonahle rate of interest. In the case 
of the Imperial Bank it df>es charge the same rate for all people. * 

(^. — it not depend upon the status and the financial standing of 
the party ‘f 

A . — 1 dq^not believe in that. I know of eases people witli very large 
resourceH not being cliaiged the .same rate which others of the same le- 
iiourc'tiH are eliarged. I d<j not think it goes by the st.itus, li go(»s I think 
only by the volume ol hiisirtess they have. 

Do you not know that the Miiltanis are carrying on an alKlnJta 
Iiusiness and that therefore unloss tlu^ Imperial Hank gives tliem a si>eeial 
rate do yon think that tin* Imperial Hank will be able to retain their custom P 

A . — 1 know the whole reas^m very well. Hut yet theic exists now a 
difference of 2 per cont and it may 1 h* made a little less. 

Q — Your opinion is that there should be an aiTangement brougiit into 
existence by which the indigenous and otlu‘r hankers should make thoii' 
advances at a (‘crtain fixed iK*r(entage above the linp(*rial Hank rate to 
regularizf^ tin* lending rate in tin* money market? 

A Yes. 

(Tin* witness tln'ii withdrew.) 
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Wednesday, 12th February 1930. 
CALICUT. 

P R K R It X T . 

Mr. H. H(K>d. l.C’.S. U^hninnan). 

*Vfr. (*. Goi’ala Mknox. 

J>i>va]i Bahadur B. .Mvnihwamx \AYri>r. h.a.. b.l., m.l.c. 
Khan Bahadur Hamf.ru Si ltan Mark air .^ahib Bahadur. 

M.ILRy. M. LAKSHMAWAN CHET TIT AR Avargal, 
Representative, AX.A.R. Bank, Caliout. 




Oral evidence. 

The nuiu ; You aro the rojueMuital ivo ol tho A. 1 .,. A. IG Bank? 

.4 .--Yes. 

3/r. llatmeii Sultan ^fartrnir : What kind ot husiiu'ss art* >ou doiiiuP 
A . — We lend on j>ro-notes un<l \\a are also (OTuliu t kuris. 

Q — What is the amount ot yi>ur <a|)italy 

A. — Buihh's li lakhs transaet ions. Our tupitnl is only Bs. 

O.— W'hnt is the l aG* ot interest that you c har^»> on loans ^ 

.4. — The rate ranj^e^ from annas to Bs. 1-M) a month. 

T — Bii}K*«*s 1-1-0 is tlu* maximum rate!-' 

-A*es, that is for tin* puldie. But in the kuri system the' rate is Be. 1 
m 12 per (*(‘nt. 

Q. — What is tlio rate of interest for money lent on pro-notes and ivhat 
is the rate ol interest that is writUm on the pro-note I" 

A . — f do not know the Muiayalam lunjiiia^e. The pro-notes are writU'U 
in Malayalum and tlie rat(‘ is Bs. 1-44) or lo p<u cent. 

Q — In C’oimhato!*e we \\ere told that tin* prarte'C is to i^ive one rale in 
pro-note and charge another. Is tlien' smli a tasi' here also':^ 

.4. — We write only the actual rate in th<‘ pro-iuiU*. 

S >. — Are tlie loans repaid in time? 

1. — It is only in st>me cases that we havt‘ to to tlu* court and tjei a 
deort*e and all that. 

O . — What is the percentage of transactions that lead to the (‘ourt? 

A I cannot say. 

Q , — Do you lend on mortgage? 

A. — Al>out Bs. 50.000 are outstanding having he<*n lent on uiortgagc^ 
and oven the proj>erti**s have not lwM*n got. Kveryiliuig is in the 
stage. So we do not now give any more loans on nH»rtgage of lands. But 
we give on the pledge of jewellery. 

Q . — How many Nattukottai Cheitis are there in C’alicut? 

A. — Only the A. L. A. R. Bank. 

O. — Is the kandu Fystern orevalcnt here? 

A. — No, except in the ca.se of the A. L, A. R. Bank wdio as the proprietar« 
of the Kallai mills givo money to the eoolu^s working in the mills only on 
monthly payment system. 

0 . — How many coolies are there? 

A. — There are about a thousand cx>olie^. 
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Q . — Do you know anytljinfc aliout tin* kandu system prevailim^ ju the 
Cotmhatore district. There they write in the pro-note '^6 per cent interest 
but get only 18 per qe«t? 

.1. — I have no idea of that system prevailing here. I am not doing that 
h us i ness. 

Ml. (fojmln Motion : You arc running chits in the towui of Calicut!*' 

>1.- Yes 

0, — What kind of chits’:' 

J, — Thmc are five hundred eliits and the vahn* foi* each chit is Tls. 5. 
Q. How many chits do yon actnally drawP 

A . — Kven thougli there are 5(K> p(*ople we draw only dOO chits. 

(/. — Monthly drawn ‘r 
.1 .--Yes. 

You draw only .'tOO? 

1. - Some people fall in arrears and tliev will get it in the end the sum 
they have already' paid. 

- What is the name of that knriy 
/I.- 1’h(* pris5(* kuii. 

(). — Yon say that there are onl\- thrcH* hundred chitholders paying niontli- 
ly hv(> I U|>ees and that fifty chits ar<* drawn. After fifty instalments do you 
draw chits or onix’ make settleiiHuits aftmnvards !*' 

A . — Only fifty chits aie draxxn. Afterwards ae |)ay to othm- people ant! 
s<d tl(' the H< counts. 

TIir ilidiiitHin: What is tlie valiu' of tin* chit!-' 

J — Jill ||,(, filticth month we pay each man Its. ‘JoO. 

f,>.- You pay them only uhat tliev liave actually j)aid!*' 

.1 . — In addition to xxliat t)K‘V liav(‘ paid ne gi\(‘ them anotlno’ thn*o 

rUfiei^s, 

(J. ^'ou pav hack Its. 25'!?' 

.1.— Yes. 

(h- Th(‘ last man in the lorty-niin*t li month gets only |{s. 2.’)tl!' 

.1,-' Out of that Anil) lit* has to pay the amount for that month. 

Mr. (i(ip<i!(i Mrndfi : How do you pay to the rx'st oi the |K*opl(‘ after (tiU 
months P 

\ — Jo iiio remaining people w(‘ pay accoiding to tluhr conven ieuf-e. 
f«<‘m‘rally we give them daily. 

Tfir ( 'hat nnn n : T)o yon give them dailyP 
I — When they come and ask us xx pay. 

Q — You get Hs. 2. •*){)(). Out ot that >aui pay onl.x Its. 2o!). What do 
you do witli the remainder P 

.1.- That money is |)nl into onr hank. 

(J . — You an' earning interest upon it !' 

A .—Yes. 

Mr. (idpuld Mdiiin : Who start exl thisp 
.1. — • I do not know. 

(^K — Are many people doing thisp 
/I .— I do not knoxv, 

0. — You run only this kiml of chit? 

A. — 1 liiive no experience of other chits. T cannot say anything about it. 

The Chairinnn : Hoxv many chits are you running at the present day? 

A . — Only one; even though there are five hundred meml>ers only three 
Iiuw^hI people pay regularly. 

Q . — Rupees 2,500 is collected out of whicli Rs. 250 is paid to the winner 
and the otnor is put into the hank and it carries an interest? 

1. — Yes. 

Q You are taking the interest for yourselves P 
A.— Yes. 



571 


Q — Tt» wlitth null i't>olK''>' ai't‘ yon on kaiulit >y>U'h»? 

.1. — \\‘e t*> txKjlioN einployiHl in tlit' .Mahikar Sjunniiiji: an<l Wt'av- 

ifig t\>ni|iai^y at KuUai. Mr. A. L. A. H. S*)ina>uiularaiu C'hetiiyttr ih 
the proprietor. 

V- — Ih* .vou iJive tiiein on kaiidii ^ysteli^ 

. 1 . — We ^ive on two joint Mgnaluiv>. 

<t>.- Yon are lending iiionev tv> the i-ooIk-^n and tUHiuelin^ nioiu'V tri>iu tin* 
balary r 

. 1 . — Ye>>. with their pernu.vMon. 

(,h — Why do yon lend theinr 
.l.~“For th<‘ir detnaiKls. 

n — ^vhut jmrpcvse!" 

. 1 . — For tlieir int4ent niHi‘Nsit\. 

f,>. — You art* hnuliiijj: IN. iK) and taking a pu^-iH»le lor IN I0i>: 

.1. -No. We pa\ to the c-oolies a nuim ol Its. ‘Jo ot Its. .’id only. 

- What is tlu‘ rat+e" 

. 1 . — -{)nt* rupee ami lout annas; I') ptn <-eni , 

O. - -What e\a(‘ll\ haiipmis;- 

.i. He writes a pro-note ami at llu' eml t>l the month lie will lepav a 
.small Sinn. 

— Is that kandn system' 

.l.~ Yi*s ; nH»iu*\’ IS itHovmed onl\ monlhle. 

(^f, — 1 )<» \()ii take nit«*ri‘st while pa\ inji inone\ i** 

1 W'e do not di in< I anythin;^ as interi'si wliiU* pa\m;4 the anmiint, 
W’(> |)ay the at tual amount and <-oll<*et the pnneipal illi inleii*st in tlie 
end. 

(^K W hat 1 ;tl«’ per < <111 
. 1 . - lo per emit. 

(J — Then wliv do \(tu leler ((► tin* kandn sxstemr 
. 1.-1 know nothing al»onl kamlu systcmi. 

t^.--diave \<)u ;4ot <i(‘dit with A. F. . It. liank at Madras;- 
A. --No. d'he Madras oHtee has im (oniusion witli this olfire. 

Art* >011 trading in tliat vdasain? 

A.- Yes. A. li. A. it. (inn in Mu<lras >ieis To per <e»u ol (In* joohts and 
Soina.sundai am ( hetti jjcets J.‘> p<‘i cent ol the prohts 

('rin* w tines*, then w ithdrew.; 
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Wednesday, 12th February 1930. 
CAUCUT. 


P K E H K N T : 

Mr. H. M. H<hh), I.(‘.S. (( huh ukiu). 

Mr. C. (ioi'ALA Mknon, m.l.c. 

Diuun Huliadur H. Mimmwami X.wi i>i . ii.a., o l., m i. c . 
Khan lialiadur 11a3ieeii Slltan Makkaik Sauii* Bahadur. 


M.R.Ry. M. C MADHAVAN Avargal, Honarary Magistrate, 

Cannanore. 


Oral evidence " 

The ('hajinidn : Mr. Mudluivaii, what is your fine of hiisiiiess J" 

.1. — Dry f^nli and fish jnanuvo and also fislj oil. 

Q , — You aro working on your own capital 

/l.- l am working on my own capital which is about Jts, 200. 

Q , — You advance monev to hshermeu P 
Yes. 

O . — On what socurity do you advance that nboney/^ 

. 1 . — On the mortgage of their floats and nets. 

Q , — Is that mortgage of any UM‘y 

A . — If they mortgage their boats and nets they shoidd sell all their fish 
to me alone. 


Q . — How can you (Uifoice llio security? 

.4. — 1 can attach the l>outs and nets. 

(J . — What will be tlie value of the boat? 

A , — Two bouts and nets will be valued Jit Hs. 2, (XX). 

Q . — Whut will l)e the value of the net? 

A . — There will be five or six nets for a bout and tliere are nets of dif- 
ferent varieties. 

Q, — How' cun .you get the money hack? 

.1. — If there is uo catch of fish I shall have to wait. 


, — Are those lisliermen mueli in debt? 

. — Most of them are in debt. Even we merchants are also involved in 


debt. 

Q , — To whom? 

A . — For doing this business we will not have eiiougli money and we get 
the money from the hundi merchants at 24 per (‘eut, ^16 per cimt and some- 
times even 48 per cent interest. 


— For what purp(xses? 

-My place of business is Cannanore, hut suppose 1 hear that there 
is a good catch of fish at Tellicheri’j’' then 1 at once go to Tellicherry to pur- 
chase that. I do not know' the fishermen there and 1 can only purchase tlie 
fish for cash and for that I may want money. Hence I am obliged to borrow 
from these hundi merebants. 
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J . -BVoiii whom do you Itormxk ? 
r -Thor© ttr© huudi merebaiit.H uuil i borrow from thoai. 

O. — Aro thoy Multanii^J^ 

*i. — Mulittnin and Mappiilas. 

O . — On what security? 

* 1 . — Personally I have a ci'odit with a Multuni to tlie extent ol liu|»ci*s 
It is i>iirely jwrsonai eiX'dit. 

Q . — What iorni does it lake? 

• A . — f sign a huudi puin^r tor the full amount and get trom him the 
halanec at ter de<iucting thiw inonths* inii*rest m advniuv. Supiaise | 
execute a huudi for Hs. 1*hen 1 get Hs. Ions tlic luUuest on that 

amount at the stipulatetl rate tor thitn* inontlis. 

The ( hairmati : How is it done? 

.1. — He tirst d<Hluets the intei'cst for time months Imi the huiuli is drawn 
lor the full amount. 


0 , — is it a pro-note or a iiundi? 
A . — It is a iiundi. 


A . — It is a iiundi. 

Mr. (ifjjMiln d/raoa ; Is it written t)ii iiundi papi'i 

A. — lies. Like other Inisiness traiisaitions we are niiahh* to gi*t any 
advance from the banks on the railway ie(*tMj>t or tln^ loll of lading? 

The ( hdinmui . Von say tliat the money-lender advanees money at ar.v- 
thing U}> to 48 per cent interest. l)o<»s the Iiundi stati* the interest? 

.1.™ No. 

-You promise t<j pa\ the monev? 

.l.-~Ycs. 

— If yon do not pay what happens? 

{ — huiuli t‘xe< uled l>y us will Ik' tliscouuted in the hank with whu h 
tJiey liave t rausnctioiis and we will gt‘t previous notice to the effect that wo 
shoiild honour the huudi on the due date. 11 I fail to pay on the ihit' vlau\ 
tile Miiltani will jiay the amount and lake a(4 ion against me, 

^^r. Mrinfii : Do you renew the liumlis in such c lines ? 

A. — Yes, we go to the Multani and ask Inm for an extension of time. 

The ( hitinhtin : Do you pay interest on that also? 

4 — Yes. Her<‘ aUo as in the original huiuli the inlmt*st lor three months 
is deductesl in advance. 

y.- How IS the hshermaii tinaiieed? 

.1. - In order to sihuk* supplies of hsli I go to the fisiiei iiiaii hoatowner 
and give liim Its. 200 in advuiue and ask him to confine his hnsinesh to me 
alone and on tliis ainoniit I receive no interest at all. 

y. — He sells ail tlu* (isii to you? 

A . — Not all. He t>iily .sells those fish which can 1 k^ exportinl to (/oloinho. 

Mr. UoiHiUt Mchoii : Is that a hig husiness hv itsidl ? 

A. — Yes. 

y.—What Is the tjuanlity ot fish you dry and export to ('oiomlMi? 

.4, — I eaniurt give a definiU" aitswer. It depends all on the latihes. 

y. — H<uv many fishermen are there of the kind who o.vport lisli to 
Colombo? 

.1, — Alxiut 50 to 00. 


The Chamnan : \o\i are advaneriig money to the fishermen to give u 
certain part of the eutch to you. Where does he sell the rest? 

A. — He can sell that any v here he likes. 

U . — To whom dtHs he sell? 

A. — In the ftsh-curing yartls the ticket-holders are the fish women and 
they go and purchase the lish. Hut they do not buy the fish tlirectly from 
the fishermen. There is the middleman between the rishermen and tlidsfisii- 
women ticket-holders in the 5sh-curing yards. That middleman gets one 
rupee for the supply of fish for Us. 10. The middleman purehas<^s the 
fish from the fi.sherman and delivers it to these womenfolk. 

Mr. Muniswami N'ai/adu; Who gives that money? 

A. — The fish women. 
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The ('fiatrmafi : Do<.*h tli<; iniiklleinun give advaneeb to the li.shc^roieii ‘7 
,1. — No. The iiudcileniuii must uiway.s keej) with him at least Ks. 2H0 

in (Ji'cler to purehaM^ the h.sh and the fish is sold on thret^ days’ credit to tlie 
hsh women. The middleman is able to get the money from the womenfolk 

only three days altei the delivery of the fish. To ensure the supply of 

the fisli by tlie hslierman the middleman has to kec*p at least a bum 

of Rs. 2<Ki witli liiitt to fiiianee the hiisiness, 

O. - He Imvs lor cash 1 rom the hsherinaii 
.1 Yes. 

' The hsliwoinan buys on credit;*' 

.1, - Yes, joj three days’ credit, 

Q.— \\iio is this lislivvoiiian Is .slit‘ the hsliermaii.s wile!'^ 

J . ' Slie is a ti< ket-lu>ldej in tin* fisb-euriiig yard. 

Q. Do tJieir husbands go and eateh lish 

.l.“-V'es. their husbands also (ateli hsh. Miev go uiili their own boats 
il tlh'v have their ouri. or aork in other ineris boats tor which they get a 
proTpoflion ol the dail\ catches, 

^.--Why;> 

. 1 . — It is )>ecau.se the middleman pays ea.sii to the lisheiinaii and gives 
the lish on credit to the hsli woman. 

Q . — The niiddleinaii gets 10 per cent on the money he has invested tor 
throe da^!" 

. i . — Yi's. 'rh(* inaxmimu period ot ere(.lit allowed lor the payment by 
the hsh woman is one week. 

Ml. (ii)iMilo . Wluit proht do these leinales get out oi these 

trunsaetions y 

. I, “-Alter nicH'tmg ail the interest and other (‘barges they hardly make 
any j>rotit on the transactions. il\it that is their prolession and tliey aie 
eairying on the trade. 

Q . — Are they not taking a great risk jn lending inuiiey to tiie lemalesP 
A .---'rh(\v arc' dunging 10 [)e!‘ cent lor three days. 

The ('iKuniKin: What are tlie lemules doing!’^ 

I — The curing is done by tlie leinales. 

Q — Where do tiiey cure it'" 

*1 . — They eurc' lish only in the hsli-euring yaid. 

— T ruler the sujiervision ol the Fi.slieries Departments 
A.— Yes. 

U . — Does not that cost tiiein muelii*" 

A.— -Oil aeeount ol the inereaso in the jirice ol salt it eovsts them iiioreP 

Q . — Any oilier diarges besides snltr* 

.1. — 1 do not want to say anything lurther. 

D. — Any rent to the ground;-' 

A . — No rent. 

Q . — Do the lish-euriug yard deduct the proht on sales P 

A . — There is a eess on the suit at tlie rate ol two pies per iiiaimd. That 
\!i the reinuneratiou lor Government in allowing tliese people to use the 
sh«di^,j4r'ovided lor them. They recover the value of the shed from the 
women like this. 

Air, (iupa/a Menoti : Who thatches the shed aftei wtirds 

A.— It is their business. They are given tickets and they can use the 
shed. 
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Q , — AVhftt ttH' iv |>aiil fm' it? 

.4 . - Nothinji. It any dotault !s inarU* in th<* wny of the salt 

rufinp; tisli they will h>*c ihcu ticket. 

Mr. M umstntmi .Vo//a<fa: Do the offit'crh insist upon the women using 
the whole salt? 

4 — They must use the whole nuantity. They shouhl not leave anything 
l>ehincl in tlie shed. 

Thr (liairumn : Why does the Siilwlnspecdor (s>!ue in 

4 — To (sinie arnl see whether they have used the whole salt and to 
wdiether they have taken any quantity outside. 

y. — What is the ohj^^i t ion 

.1. — H(h*uus 4* they are given ‘duty frtM' salt.* If the Suh-1 aspect or finds 
that the u hoU‘ .^alt is not utilis<‘d f<»t euring. he will eam el the lic enee. 

Q . — Are tlu'rt' (o-opfu at ivt' soviet ies 

l.^ Yes, 

V, — What ar<‘ they doing? 

I — The l>oatH>wners take loans fmin the eo-openitive soeioties. When- 
ever the lH>atineii tind that they want extra nioiu\v they l»orrow fiom peoph^ 
like us. 

Q, — At what l ate do they borrow from the nion(»> -lemler ^ 

I .. .Suppose a hoatownei takes a loan ol IN. .’tfX). If In* gets lish for 

IN. ‘to, lu‘ has to pay FN. lo tor the workmen varying in numher from ll? 
to l('). Out ol the rmiijiining IN. lo he has tr> pay to the moiufy-lender a 
sum equal to wliut one of hts workman got on tliat da> . 'I'lns is ttt^at he has 
to pay lo|- the loan ol IN dOO he has taken, instiaid of the ordinary interest , 

(fK- Ilow will the cajotal then la* liquidated;^ 

.1 . The capital remains tlien*. Ht> gets lor inleiesi a share cd tin' 

jirofils 1 rom tin* uorkmeii g(>t as coolie. 

(J. ddioii how do the fish<‘riin*n live!'' 

.1.- d'liree hundreil ?upc‘es is made as advance to fhi' boatmen. 

Q. Then how do the boatmen li\'e? 

A . — Hall the amount is for the iKiatinen and hall tlu‘ amount lor the 

fisherinen , 

a horn does tin* boat Ixdong? 

.1. — 'fln'v boiiow mone> and make oi piir<liasc bon tv, 7'ln y give* a 

share to the moiu*y-l<’m!ei as intc'iest. 

-What ♦or:' 

l. -As interest on tin* sum borrowed. 

fd.'- *Tln* boatoWTU*!’ is a dilfeient man 

.1 — There are three* parties. 

— Who is the third jiartyr 

.i.--TlH*re aie thief* |)artM*s, <1) fin* boatowner. r.?) the fis)n*iam*n Mvoik- 
men) and (d) tin* money-lendei . 

(.> — What Is the money-lender doing.^ 

A , — He simply gives money to the boatowner. 

Q. — When* does the rnon<*y-}ender eome in!*' 

A . — The boatowner has no money, ddie fish(‘rniaM go<*s ami gets fi.sh, IIo 
i.s indebted to the boatowner. 

O.— \yhy? 

.4. — For his expends 

Q . — But he sells the fish to soinehody else? 

A. — Yes; but half tlio .share is paid to the l>oatowTier. 

Q . — Are there Imatowners who are not in debts? 

A , — There may Ik? one out of one hundred. 
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Q — Who lendiiJK the money r* 

A. — They go and ix>rrow from the peoj)le who have got money. 

Q. — Are there Muitanis? 

A. — Ho goes to rewidentfi in the locality who have got spare cash and gets 
money from them. Mmt of them are fishermen and Mappillas. 

Q , — At what rate? 

.4, — They don’t pay any interest. 

0. — Interest in kind? 

A. — Yes. They pay a sum t*qnal to what one of their workmen geU a 
day instead of paying the ordinary interest. 

Q . — Are voii a hoatownor? 

A.— No. 

Q . — You are advancing money to the fisliermen and getting a .share of 
tho profits? 

4. —Yes. 

f . — Ho they lend money direc tly to the fisliermen ? 

— They give money directly to the l>oato\vner and not to the fisher- 
men. 

Q . — The boatowner first liorrows money and he gives it to fishermen. 
Ho gets fish and .sells it to somebody else? 

.4. — The boatowner takes bold of the fisii and be scdls. He takes ball 
tho amount and distributes tlie rest to the fisbeiinen. 

(The witness then withdrew.) 
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Ihorsday, ISth Febmary 1930. 
CAUCUT. 

P K B 8 E X T : 

Mr. H. M. Hood, I.C.S. (Chair$nan). 

Mr. P. J. Thomas, m.a., d.litt., rn.n. 

\rr. C . GorALA Mknox, m.l.c. 

Diwan Bahadur B. Mixiswami NAvror, b.a., b t.., 

Klian Bahadur V. Hamrkd Sii.tan Markwir Sahib Bjihadiir. 


M»R.Ry. A. K. MKIWOK Avargal^ B.A., P.C.S., The Kerala 
Soap Factory, Calicut. 


Oral eTidence.* 

Chnivpnan : You are interoHted in th<* Korahi Soni> Facforv? 

4 * 

A . — los. 

V- — Wim is running itP 
.4. — Tho (joverununit. 


t 


f . — Are there any other nrivate fiiiuK di>ing the same lvusines<;? 

-There are lots of small {HMiple in (hffen*nt parts of the district who 
inainifacture very small fjuantities of soaps. rjjfortimalely tlMor work is 
carried on not in a scientitic or orgunixiHl fashion. There is one factory in 
(’ali(‘Ut startiHl hy one of my as.sistant>.. Hut it is suffming from want of 
f nnds. 

— How' arc they financsnl? 

A , — They borrow from the Multanis. 

Q . — At what rateP 

.4. — They borrow at 15, 20 and even ‘iO per cent. 

O . — Does it pay? 

A. — The man who takes to the inaiuifactnre of soaps in a small way may 
make at the most only a meagre living out of it. But there are smaller places 
where the j>eople are able to make from Its. 20 to Its. ,‘tO a month, (omerally 
nothing is done in an organiwnl way, tlu‘ cjuality of the soap i.s very pmu* 
and very adulterated with w'uter and things like that. 

O. — What are the term.s on which the Multani is fruincing ihese pcopI<‘? 

.4. — On the average he charges an interest of from 24 to .'tt) j>er (*<‘ 10 . 

Q . — What se<'urity dot's he get? 

A. — Nothing. He takes some risk. 

O. — What oil do you use for making the soap? 

.4. — Coconut oil. That is the chief oil here. 

Where do you got it from? 

-There are a miml>er of oil mills in Calient and Cochin from whore wo 

get it. 

f . — Do you have to pay cash for it? 

— We pay cash after receipt of goods; we have no difficulty alsuit that. 
The private firms get it on credit. But generally the oil mills do not give 
much credit unless they k ow the firms somewhat. Tf they have In^en oruc 
cheated, never again will they, allow credit. Further, they have got to pay 
for the materials such as copra and for that they require money and so 
they cannot afford to give long credit. 

* For written A»vidence, ride pag'>s 1223 — 1229. Vol. ITT. 
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Mr. Copula Menon : In your memorandum on the coir industry you state 
that the fitjancing is mostly done by the middlemen. May 1 know the system 
adopted in the matter of financinjtP 

A . — Thcjse middlemen who are mostly Ma|)pilla merchants advance to the 
j)etty dealers as well as to certain other cla.sses of i>eof)le nmney at a rate 
of interest ranging from 12 to 15 j>er cent. They go to the shopkeepers 
who collect the 3’arn and thej' advance monej' on that up to Its. 100 and 
charge them an interest of 12 to 15 per cent. They also charge a commission 
of Ks. 2 per candy. Bornetimes they get the maU^rials from the shopkeeper 
without advancing any rmmey. There are two or three people like that i?* 
Calicut. 

0. — Are they the iniddleriwjn called the brokers? 

A. — Yes. 

Q. — You say that the^' buy from the .shopket»pei’s. May T know wliether 
those p(?op]e go into the interior for colle<ting yarn or are they brought to 
the city ? 

A. — Most of the slioj)ktH*i)crs thomselvc*8 are dealers in coconuts, Thev 
give the husk to some of the women for soaking and sometimes they buy 
the fibre 

O . — Do they also give any advance in the shape of money? 

A . — They give the husk to these women who in return bring the fibre or 
the yarn, for which they are paid in kintl such as coesmut oil, rics?, or any 
other tiling for theii' household requirements. They are paid very seldom 
in cash. 

Q . — Ts that sort of financing by exchange of c ominoilitios advantageous 
to trie w omen ? 

A . — T do not think so, because they do not get tlie full value. If mom'y 
were given to them they would lie able to purchase their i equiiements at a 
ohoajier rate than that charged hv these shopkcH‘per. 

Q . — Do you thej'eforo think that tliey are jilayed upon by the shoiikeepers ? 

A. — Yes, that is my idea. 

Q . — Is the quantity cx|K)rted from Calicut pint enormous? 

A.— Yes. 

O. — Do tliese hrokei'S go to the interior to get the materials? 

A. — No. The customer's are agents take the materials to the shop-keepers 
here. 


Q , — What I want to know' is whether these hiokers advance inone.v to 
them and take a contract? 

A. — Yes, they do. In many eases they do like that and advance money 
up to Rs. 500, on which they charge interest at 12 to 15 per cent and also 
a (‘omniission of Rs. 2 per candy when they .sell tlie yarn to the export houses. 

Q . — In that way I believe the yarn is brought into tlie city from various 
places in Malabar? 

A.— Yes. 

Q . — T w ish to know whether any of these shopkeepers sell direct to tl.o 
export houses or is it alw'ays done through the lirokers? 

A . — It is alwaj’s done through these brokers. 

(1. — Then these exjiort houses have got special broker's to go and make 
forward contracts for the supply of yarn? 

A. — Y^es, 

Q . — Is there any guarantee on tlie part of these brokers to supply goods 
to trie export houses at a particular time? 

A , — The guarantee has reference to the supply of yarn at a particular 
time and it vsliould ho of a particular quality and there is reference also to 
the quantity. 

— Are they guaranteetl brokers? 

l.—Yes. 

Q . — Are they the deUcredere brokers to do this business for the export 
liouses ? 

A. — Yes. These export houses give them about 50 |>er cent as advance 
so that they may help the smaller men. 
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Q. — I>o you think whether it is poesihie to proteet those hroket's who ai*e 
engaged in the wir industry and who supply to the shopkwpers Irom their 
not getting a full share ot their value}' 

A . — In regard to iliat 1 tiiiak that the eo-operative movement should 
come to their aid. 

Q . — Is there not a e<>-oj>eraiive socnety wwking in that iliitH'(ii>n J' 

A, — They are just working a s<K'iety and it is Iwing developvHl. So tar 
its progress has l>een slow hut later on they have an idea of developing it 
ill every village, by starting hranehes of the e«'ntral stxuety lo advame money 
to the wromeu, eolltHt their prwlueo and sell it for them. 

Q , — You therefore think that this husiness is not now well organ usixl 
A. — Yes, in the sense that the poor women who are the workers are not 
projiorly i*emunerated. 

Q . — Have you any suggestions to make to organ u&e this iiulustry e.wi'pt 
through the co-operative soiietyr' 

.1. — It is an industry wliieh should ho taken up hy the Ciovernment 
through the et>-oi>erative MXiety. There is no other suggestion that 1 (jui 
think of. 

Q . — What I mean is this, fan %ve have waiH‘honses const rueted ami make 
tlieM.* various small men engaged in the iiulustrv to hriiig tlnur g(K»ds to (he 
WHrehoUM*s and ktx'p them tlieie and on which an advaiici' to lx* made to 
them to tide over ddhi nines until a proper market is fouml out Y 

.1.-“ Quite so. That is w hat is tlone hy the middleman at present. Hence 
if we can tind a suhstituU' to the mi<idleman, who will Ik? more generous to 
tlie shopkiK't>ers it will he hettei to the prodiKK'rs. 

— So, would it pmve ailvantageous if tht‘ I'o-opcrative so('ietit*s were 
to undertake the inunnlaeture ol toir, tin' supei vision work, running of 
godowns, gi'tting the things to tlie gmlowns, and at tei w aitis selling them to 
tlio e.\port houses h 
I — Certainly. 

Instead ot the eo-operutive sotieties actually undertaking the 
manufacture of the things, do you think that it is lu*tUr lor them to 
lonstruit godowihs, (oIUhI the materials Iroin ddferent siuiices and then 
sell to the export houses in order to protect tlie worker. s in tlie industry 
1 suppo.se that also could ho donof' 

/!.— Yes. 

Q , — So you do not think an\ hanks are rendering any help to these sliop- 
kee[H‘i*s or t<j the small iiidusi i lalists in tins <lire( ti<»n 

.1 . — No. It IS only when the' middlemen want ii> sliij) the eonsignmentt 
that the hanks come to their help. 

O.-— Are lheix‘ various kinds ol coirr 

A . — There are different grades, the soakcKi ijuulity which is tin* MujK’ri<u‘ 
one and which comes from lladagaru and Pandalayuni. and tlu" iinsoaked 
variety which comes from Kadalvindi. In i(»gard to the hitter tlio husk ii» 
not soaked and the (piality is mu<li inferior, thicker and rather dark. 
Tlieie is demand for lioth these f(iia)ities, and fiy looiviog at them the 
ex|>ort houses know' which is tlie inlenor variety and tvhieh i.s the su[iorior 
and the export houses grade these. 

Q . — 'Tliey are not, 1 take it, .sii|>plied to the exi>ort houses after heing 
graded ? 

A.— No. 

Q . — Who does the grading for the cx]>orting houses K 
i. — The middleman. 

Q . — The middleman gets a profit in that wav also? 

A.— Yes. 

Q , — H the preparation for the market is dom* prior the sale through 
the iiiiddlemaii, do you not think thwt the workers in the industry would 
make a l>etter profit ? 

A. — Yes. As it i.s, fx)ine..itneH there is an opjwrtunity for the middleman 
not to give the real prit'e to the worker hy saying that his >arn does not la^- 
long to the projier variety, so that if there is n separate agency which could 
«ort out the variou-s grades and give a i>rit‘e according to the grades, it will 
be a little })ctter. 



680 


Q . — Vou think that c*ould not l>© done in the godown, and tiierefoi’e you 
want another agency to prepare the article tor the market 1 tiUpiK»ei' 

.1. — That will be Ijotter. 

Q , — Do you think that the co-operative societies could do that in addition 
to the work of taking the goods into the godowns? 

.4. — They could undertake that work also but that requires the services of 
u man who has the experience in sorting coir. This class of people is avail- 
able in Calicut. Some of the people in the industry, belonging to the Thiya 
c'ojniiiunity, know all al>out the sorting and the c*o-oi>erative societies can 
'engage them on a reasonable salary in order to protect the workers in the 
industry' to ensure their getting a fair share on the produce. 

Q . — It is subjnitt«?d by the District Co-operative Bank that with i-egard 
to the marketing conditions there is a difficulty of getting into touch with 
the foreign markets. Are you not aw'are that such information (*an l»e 
ol)taiued through the High Commissioner or the Indian Trade Commissioner 
stationed in London? 

A.— Yes. 

Q — Wliat is the difficulty there referred to? 

A . — We want more trade commissioners in places like Germany and 
Franco. 

(J . — Hut till now it is managed through the Trade (^ominissioner in 
London who gets the information after (‘orresi)oudiiig with the mercantile 
liou.ses in South Africa and other places? 

A . — 1 do not think that anything has l>ecn done in the way of doing 
l>usiiiess in coir with the other places. 

Q . — What I wish to know is w’hether any Indian exporter got into touch 
with the Trade Conmiissioncr in London in that direction? 

A. — 1 do not think that anybody has done so far. 

Q . — Ajiart from the nec*essity of having more trade c ommissionci’s is it 
po.s,sihlo now^ for the ox[K>rters to get information through the Trade Commis- 
sioner in London? 

.1.— Yes. 

Q — We are much oliliged to you for the other memorandum you Jiave suh- 
mitted on the urban investigation in the city of Calicut. Are you sure that 
none of these Indian-managed joint-stock hanks are lending on landed secu- 
rity or liouse [irojierty ? 

A , — At [iiesont they are not doing it. 

Q . — You say that there are different kinds of hanks lierc, the Imperial 
Bank, the Indian-managed joint-.st<K*k hanks and the exchange hanks. Don’t 
the two latter cle|>end on the imperial Bank for their final crcHlit? 

A. — No, 1 do not think so, l>ecause J know' some of the J ndian-nmimgecl 
joint-stock hanks do not have anything to do with the Imperial Bunk which 
may not lend money to them perhaps for some reason or other, i am not 
Cjuite sure of that. 

0 , — May 1 know* on what generally the lending rate of other banks such 
as the Indian-managed joint-stock hanks and the indigenous hankei's depends 
in this city? 

4 — For loans of course the interest ranges from 7 to 9 per cent and some- 
times it goes to 12 per cent even. The Indian-inanuged joint-stock hanks 
charge high. 

y. — May I know whether that rate has any relation to the Imperial Bank 
rate P 

A . — it has nothing to do with that. They fix the rate ac'cording to the 
amount of the loans they give, the kind of persons to w'honi they give and 
the security offered. 

Q . — You say that loans are given on perishables as well as on luui- 
perishablesP 

^A , — Loans ai-e given only on non-j>eri8hahles. 

J — What tentage of advances are made on these non-perishables? 

— From 50 to 80 i>er cent. 

Q . — Tliat w'ill depend on the stability of the party I presume? You say 
that even 90 per cent is advanced. Is that correct? 

4. — Yes. Security also counts. 
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0. — Is it (loni? l>y means of hundis or prtvnoies J' 

A . — They have got a letter of agriH'iiient. It is tlone ou that only uiut 
of course the money is advauc'wl after the go<Kis aixi taken into the gtxiowua 
of the banks. 

Q , — On the due date if the utnouni is not paid, you suy that the gtHxia 
will be sold in auction. Hut may 1 know whether tlw partitas are not gneii 
an extension and a chance of paying the amount I-' 

A . — It is not the practice now. Jt is not done always. 

Q . — What is usually the in^rt'entage of advauc'e made ou coir and «imi* 
lar articles? 

A. — 41) to 50 |>er cent. 

— Do they accept any ItKise ch)!! ? 

.1. — No^ they accept coir only if packed in halers. 

— With regaixl to tlic'se open and key Umns, if it is an open loan do 
the parties leave the g(WKis in tlie custody of the Imnk or do they kcH>p tho 
goods in their own hands? 

.4. — it will l>e in tlie custody of the ex[>ort houses like Peine, Ix'slie C'o. 

Q . — How the loan made? by the hank when the goods are left in the ciis- 

tmlv of a thijrd [)urtyp 

.4. — Of course they have got a certain amount of trust among themselves 
and the person who takes the money. 

U . — What is the margin of advaiuo given in the case of an ujien loan? 

.4. — Somewhere about 5t) per etmt. 

O . — -What is the margin in the ease of key loans? 

.1 . — Much more is advaiuod. Sometimes even IKI per ituit is ndvaiux^l. 

y. — Is it the practice for these hanks to linaiue the industrial and com- 
mercial enterprises ? 

.1.- — They are tinancing a .sort of industrial enterprise 1 should say. 

-That is manufacture of raw prcKlucts into finished gocxls? 

.4. -Yes. Some kind of industry, the kind of industry that is carried 
on in this country. 

Q . — Do you feel that there is lack of industrial finams:' for that purpose P 

A. — Yes. There is a great lack of .support. 

(J . — Is it due to tlie fact that the yield of interest in other dircM-lions is 
greater than on investments in industrial uiidertakingN ? 

.1. — It is m>t exactly that. 4’hey are afraid of tliese enierpriHc*s Ikh'iiuso 
nothing definite' has hetui done .so far l»y th<*M‘ ^n(iustric^s. Again they tlicun- 
.selves are not experts in the line and they do not know' what is hapjKUiing in 
regard to these enterprises and henct' it is that they are very much afraid to 
finaiK'e suc*h industries. 

O . — Is it due to tlie shyness of capital flowing in tiiat direction on ac*coiint 

th 

industries ? 

A. — Jt is partly owing to that also. It i.s also owing to thc^ fact tliat the 
hanks are rather frightened of investing any amount on tlu^e industries. 

Q. -Which hanks? The hanks w'c have got are coimner*cial lianks? 

A. -The indigenous bank.s also there are. 

Q . — Do you know wliether the Imperial Bank is finaming the industries 
to some extent only hut not freely? 

A . — It may l>e .so. 

Q . — \"ou know’ that the exchange hanks here are only to fmanciiig 
the produce of the country and do husiness in exchange? 

^.—Yes. 

Q . — And that tlie Jnd m i -managed joint-sUxk hanks have not got that 
s|>eeial aptitude or special knowdedge for financing these industri^. Do you 
not therefore think that it is due to these three facts that the banks here are 
not freely advancing money for industrial enterprise? 

A, — Y^es, 1 am quite sure they arc the reasons for it. 
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— 1>0 you at the feaine admit that there w a neceshity for industrial 
hatiks to i>e startetl for financing the industries of this country? 

A . — There is a great necessity. If industrial banks will come and take 
up tho financing of industries, many new industries can thrirc in this 
country. 

Q . — But do you not think that the Imk of knowledge on the part of the 
jHMjple to finance the industries will stand in the way? 

A . — f mean to say that the people are so much frighteiie<l of the failures 
in othei' places that they <lo not even look at any such pro}>osition l)ecause 
they are so dead against it. They do not want to kiiffw' who the people are 
that are going to run the industry and how the industry is going to be 
managed. They do not even give a listening. But I think that the indi- 
genous hank.s might give industrial loans. 

The ( 'hdi nn<in : How could they? 

. 1 . — One of the banks is doing that, 

(j — For what term do<*s it give loans? 

* 1 .— For six months. Within this pericKl it is ex|>ected that some money 
will l>e made out of the business. If at the end of the six months the money 
is repaid, a/id then* has not l>een much profit, money would Iw obtaine<l from 
.some other bank and it will be a .sort of running capital. These banks do 
not finance the imlustries in the sense they ought to, that is, they do not 
])rovide the entire capital. 

(^. — How can you expect aii3' hank to give you loans if you have no sccu- 
rity ? 

. 1 . — There will be the buildings and the plants and machinery. On the 
security of tiiese things the* inofiey can he advanced and that is what they 
are doing. Some l)ank.s advance money even on the security of the person. 

Mr, (iuiHtht Mcnon : You say you are training up men in soap manufac- 
ture*. Hast* an.N of the tiained men started soap manufacture independently? 

A , — Three or four of them have done so. 

Q , — Have they been incor^ven ienced for want of finance? 

.1, vSomc of them have been. 

Q . — Will it be of hell) if there are small industrial bank.s to finance iliesc 
small industries? 

4 — Of course, it will be of great help. 

Q , — Are they able to get finaiU'C from the existing joint-stock banks or tlio 
Imperial Bunk? 

A. — Now they do not get anything. Unless the3’ are able to i)roduee suffi- 
cient security I do not think the3^ can. 

Q , — Ho you say that tliey are unable to get any achunce on the security 
of tlieir stock-in-trade and their plant and their machinery? 

A . — They do not get it now. 

— Don’t you think that there is absolute necessity for industrial hanks? 

A , — 1 think that there is a great need for them. 

The (’hairman : What would l>e the functions of such an industrial hank? 

A, — 8uppo.se there is an ex[)ert in the line who can show a good return 
on the investment, tho bank should help him to start such an industry. 

Mr. (iopnla Memni : A young man starts a soap industr3’ and manages to 
find a ('o-sui-ety. In tho regular course of business do you think that he 
sliould seek for an advance from the industrial bank or from the commercial 
hank ? 

A . — 1 would suggest the industrial bank l^ecause it will l>© more in touch 
with tho industrial concerns and wdll help them much better. 

Q, — A commercial bunk may not have the necessary staff to i!i8|>ect this 
particular kind of industries. But do 3'ou think that the industrial banks 
would be able to employ such a staff? 

^ A.— Yes. 

Mr, Gopala Menon : Y^ou the existing rate of interest should be re- 
duced to 4 or 5 per cent from the present 7 or 8 per cent. That is a great 
problem. Is it i)ossibIe to ^achieve tliis when the cax>ital in the country- is 
so sliort ? 

A , — That is only a wish* 



S88 


0.' -Do you think it cim lie clone Kv legion! ion? 

A. -I do not think it fan lie done by legislation. 

Q . — Are you certain that the Multani ruU^s gi» up to 24 per ccul ? Wo 
had been informed til! now thal it was not so. 

A . — 14 is not their geiierftT rate of i^te^t^Ht, hut only in <s‘r<uin c'ast^s 
where they do not know the parties. 

Mr. Thoitioit : Is it for small anHnint^? 

.4. — Yes* for small sums. For large sums it depends on the parties, their 
» character, social standing, etc. 

Qr — So this 24 jier t>ent is duo to aant of security ? ^ 

A . — Fn risky transactions they charge like that. 

Mr, (ioyHiUi Mehon : What are the two kinds of hundis getieially enirt'nt 
in the city ? 

.4. — The ordinary hundi and the hox hnndi. 

Q , — What IK meant hy hox hundi? 

.4.— It is this; in the case of a box hundi if a menhaiit wants money he 
gets it l)Ut his name is not puhlisluni anywhere. He gets the money frtnn the 
man w'ho inakcw the hundi and that hundi is sent out to some town in 

this Presidency or elst^where. On the due date the money is paid to the person 
who made the hundi. 

Q . — Do you know whether the parties hneo made j>revi(>HN arraitgenuuit s 
witli regnrtl to incH^tirig that hundi? 

.4. —Suppose a man wants money from a Multan i then he goes to him 
and gets the money from him. This may he diH(‘()unt<‘d with the Imperial 
Hank hut instead of the person paying it to the hank on tin* dm* date the 
Ainltani hiin.scdf pays it and the man jmys it earlitu' to lln‘ Mnltani, 

O. — Ts it the general practice to draw smh hnndis? 

.4.— Yes. 

Q . — Why do you say that hnndis have got a legal sni>eriority over pro- 
notes? 

.1 "Hecauso it can 1 h' easily proteste^l nml if it is proU'sled then attach- 
ment of tlie property is i*nsy. 

Q. — What is the general fsnnmiHsion whi<‘h these brokers get in nirang- 
ing money transactions he(wcH*ii the Multanis and joivate individuals? Is 
there any fixtHl rate? 

4 — There is no fixed rate, hut the man who g<'ts tin' money pays some- 
thing to them. 

Q. — Ts it a regular institution? 

4 — Yes. 

Q. — You say the development of indnstri<*s is impossililc unless some suit 
of institution suhsidiMwl hy Government is hn)iight into e\ isi-imcc'. Why? 

.4. — Because the |K*op]e themselves are nnahh* to do it. 

So you want industrial hanks snhsidiswal hy (»ov(‘rnnn'nt in tln^ 
country ? 

.4. — Yes. 

Mr. ThofnoA : In respect of the soap w’orks of which you are the Stiperin- 
tendent, may T aak you what dividend accnies on the capital invested? 

A . — Aliout 6 per cent. 

Q . — May 1 k now' whore your soap is at present l>eing sold? 

A . — Mostly in this Presidency, hut some quantity is also going to Karaclii 
and Bombay, 

Q . — Have you not been able to send it to Ceylon, Malaya and other east- 
ern markets P 

A . — We have small dealings with Ceylon hnt practically none with th^ 
Malay States. 

Q. — Don’t you think there is scojie in those famlaf 
A. — There is very great scope. 
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Q . — Have yon >)een able td$k^apture any new markets at all? 

A . — We are uot confident of our own existence, there is a certain amount 
of uncertainty regarding our future and hence no definite programme cover- 
ing some years can he chalked out. As we are not sure of our continued exist- 
ence we cannot work the factory on a comnl%cial scale. 


0 . — Do you advertise very much ? 
A, — We do a little. Annually i 


very little. 


do a little. Annually we sf>end al>out Rs. 9,000,. hut that Is 


Q . — Suppose factory is a private concern, do you think that any ecnv 

norny cun le effected in any direc-tion and thus its profit is likely to increase? 

A . — Of course if it is a private (concern, it will have much less to spend 
in certain directiorTs, e.g., the buildings can be reduced to the actual ref|uirc- 
ments, auditing and other expenses will he much less and the numl>er (if 
clerks employed will also be less. The numl>er of other employees can also lie 
redu(^ and if necessary they can he asked to work overtime. In a private 
concern, conditions are more flexible. That is the difference of a Govern- 
ment institution and a private concern. 

Q . — Do you work double shifts? ^ 

A, — Sometimes we do, especially when we work the* glycerine ])lant. But 
generally the work is done during the day. 

Q . — Have you l>een adding to your c-apital lately? 

A. — We have not be<*n putting additional capital. 

Q . — Has there l>een no increase of staff? 

A. — No; as I told you there is great uncertainty with regard to our 
future. 

<^.— Do you think that there is scope for this soap f.actory developing so 
ns to meet a gcaxl part of the Indian demand? 

A. — Yes, we are situated in the midst of the oil oroducing part of ihe 
country and in the best position to manufacture and market the produce. 


0 . — What kind of oils do you use? 
A . — We use mostly vegetable oils, hi 


A . — We use mostly vegetable oils, hut use also fish oils. Tn fact with i*e- 
gard to the supply of oils we are situated in the best position. We arc* using 
three or four kinds of oil the use of which was never known before and mo 
have created a market for those oil noM'. 

Q . — You have thus been able to raise the pric'e of such produce and thus 
put more money into the [>eople’s pockets? 

A. — Yes, we have not only increased their price but have created a 
market for them in India and in Europe also. 

Q . — Are those oils you mention cheaper than palm oil? 

A . — They are much cheaper. 

Q . — Is it true to say that at present our industrial advance is limited 
chiefly by the want of marketing facilitie.s? 

4. —Yes. 

Q. — Now, in regard to the coconut yarn industry, M^hat has been ihe 
experience of the cx)-o|>erative <X)ir societies? Hom^ much business do they 
carry on? 

4. — Their output is not very large, so large as to warrant them going to 
the big exporting houses. They would require several thousands of candies 
at a time and only in case such quantities are given to them will they offer 
good prices. 

The Chairman : Have you any experience of this Mork? 

4. — No, all this has been gathered from Rao Sahib V. K. Menon. I 
have got not much idea about it. 

Mr, Thomas: However, you have sent in a note on the subject. Where 
is this yarn exported to? 

4. — To Europe and to Japan and some other places. 

Q , — Do you not send out finished products? 

4. — Not much fi-om Calicut, Most of the export is in yarn. 
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S . — From Alteppc^T they e3»|>ort the hnishoii pnHliiet. Whv in it not don<> 
alicot? 

- A.— That can he done. The Allep|>ey market ha« deveK^I>e<l that trade 
and there is nothing prerenting Calient from developing a liiinilnr market. 

O. — d^uld you not prepare^he same kind of yarn here? 

A, — ^W© can prepare it. 


Q . — In regard to the banks in Calicut, of which you hare some knowlcHlKo 
can you tell me what reserve fund they keep? 

A , — I have no idea of it at all. 


Q . — Do they lend money on mortgage of land? 

A . — So far as I can gather they do not. I 

Q . — Is their general working siiffieiently Ri^tisfartory ? 

A , — The Ininks are carrying on their businens pretty well. 

(?• — If* there any necessity for restricting or regulating their work? 

A . — They are (arrying on well and T do not think anything is necessar>% 

Q. — How many hanks are there altogether in the whole tif Mnlahnr 
district? Are there many more than the i-egisteitHl ones? 

A . — I have no idea, hut I ha%^o given a list of the hanks in Calicut and 
aome of those hanks hav'o branches in the district. 


Q . — In regard to the indnstrini hanks of which yon have s|>oken, 1 siipfioae 
we re<|U4re long-term capital. What are the Rolnws of long-term capital 
now? 

A. —There is nothing now. As i-egards industrial loans very little is done 
in Calicut except for some overdraft arrangements in hanks for some indus. 
trial concerns. 


Q . — Are you aware of any hanks heix' under-writing the sluvres of good 
joinWitock c*oricerns? 

A. — No, not in Calicut. 

Q . — Arc not such facilities neeewiary for the development of indnsfries? 

4 — They will ust^ful, 

Q . — Are joint-stoc'k companie.s snec'esHful in Malabar and West Coast in 
general ? 

A. — Yes, they are suecee<ling and are doing g<Mal work also. The public 
are much l>onefited by thorn. es|>ec'ia!ly with regard to the exjiorting of raw 
materials and collection and transmission of money. 

Q. — Do they command public confidence*? 

A. — Yes, they do. Rut latU'rly owing to certain troubles and failures 
there has a little s<*t hack hut not very much. All tlie people are 

utilizing the hanks to the lK*Kt advantage possihie. 

Q . — I am asking you alKiut Indian joint-stock comj»nmes that are running 
indastrial or commercial ventures. Have they lieen successful? 

A. — Yes, but such companies have not increas<*fl. 

Q , — Have they expanded their business? 

A. — They have expanded their business, hut they are very eautious, 

Q . — What is the e^iuse of their slow development.^ 

A. — There have l>een some failures and some troubles in their hratiche« 
and so they arc taking extra pi-eeautions. There is great difficulty wdth 
regard to the recovery of loans. 

O. — ^Whicb is more lacking, enterpriser or capital? 

^ — j think it is a question of lack of enter|)rise mostly l>ecau«o I am 
sure there is plenty of capt'al which is not being utilized to the full. When 
they start new enterprises the money will come forward. 

Q . — In regard to the rate© of interest charged by the Multaiiis, do you 
think the rates are higher here than in other places? 

A. —I think the Multani rates of interest are the same in every part of 
the country. 
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Q . — We bave lieeu toid by the Hulteaie that they do aoi ebfurgft itioro 
than 2 per cent above the Imperial Bank rate? 

A . — It may be due to modWty% but 1 think the fact is not ao. Ifany 
people whom 1 know have taken l^na from them at higher rates of intereat. 

J .— Who i« managing the timber trade? ^ 

— There are so many concerns and merchanta doing it. 

Q . — Who is financing it ? 

A . — Xt is financed by the Multania mostly. 

Q . — At what rates of interest? 

A . — That depends on the person who wants the finance. Sometimea it 
is 9 per ccmt and sometimes it is 12 per cent. The maximum is 24 per cent 
and the minimum lor a \eiy goml party is 7 per cent. 

Q . — Arc they fair in their estimate of a {>erbon's credit. 

A . — Generally yes, hut even if a person has got a good iT'putation and 
is doing good business their inclination is not t4i lend intuh because tliere 
iiave recjently Iksiui some failures of some persons who were reported to Ik* 
very g^wKl. 

Q . — What is the cause of the failure's in tiinixir trade? 

A . — Fall in pric‘es and competition from Rango<jn. Formerly Bombay 
iiKe<l to buy a lot of timl>er from here hut the condition of that markcit is 
nf>w very precarious. 

(The witness then withdrew.) 
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Oral evidence. 


Thf rhii innnit : What httniness are the Multaiu liaiikiuh doing horoP 

.1, — Ther are advancing money on hundis. 

0 . — How do yon advance money on hundihP 

A, — I am advancing money on hundis for I 4 , 2. 2i and d months. Tho 
merehunts in the city such as Ihrahiin Hussain and others have eolleo 
tions tor V>ig sums here. Thev bring to ns the money and we issue hundin 
on our Bombay brani'h and tliey send it to their Ikiinbuy office to rt^^over 
tlie money from our Bombay offi<'e. 
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There is therefore remittance from here to BombavP 
.—Yes. 


t 


Q . — What is the rate of interest you cliarg© on hundis P 

A. — Sometimes at par. sometiines we jniy 3 pies to them and at oilier 
times they pay 3 pies or G pies to us according to tho nature of the trans- 
actions and the necensity for remittance money to Bombay. 

O. — Do you lend money ? 

A. — We advanc*© our capital on hundis. 

— On whase liundis do you advance P 
-Merchants in the city come to us and receive money fioin ua and 
give hundis. We lend on thosr* hundis for li months^ 2 months, et<-. 

Q . — Are they hundis or pro-notes P 

A, — They are hundis only. 

O . — What is the diffeTeiure between a iiundi and a pro-note P 

A. — Hundi is an exchange draft which I can discount with tliu Imperial 
Bank and get money, but iu tlie case of a demand promissory note, 1 must 
keep that with me. 

Q, — Do you find any difficulty in using usance hills P 

A. — ^There is no difficulty in advancing on thirty days' sight pro-note, 
birt we do not generalK' do it. We always advance on hundis. Wo aloo 
take hundis from our parties and di.s<x)unt it with the hank. 

-In the case of those iiundis do you not de<luct any interest P 

[, — We deduct the intere^^t in advance. 


-What is the rat© of interest on hundis P 

usual rate is 8^, 9, 10 and soinotimes 12 poi also. 

). — Are not the Multanis lending at 18 per cent? 

1 . — Multanis do not generally lend at 18 per cent. 

5. — Are there any Marwaris here? 

1 . — ^Marwaris are not doing business iu Calicut. 



U the nature of the uecurity you demand from your boirowersf 
. — UMuaity, according to the stability of the partiee and on their p«r- 
sonal rredit 1 advance money. Moetly I advance on personal security. 

Q , — For what <lo generally lend? 

A. — It all depfsnds upon the nature of huainess the parties are doing. 
They may he cloth merchants ; they may be copra merchants, or yarn mer- 
chants. Generally speaking they are merchants and we make enquiries 
about their stability and then advance money. 

Q . — Do you lend money on goods in godoa^nsP 

A, — Yes. We keep the key in our possession. 

The C hair man : Where do you get your funds? 

A , — My native place is Bhikarpur where we have our bead oftoe- Tliey 
send their money to the Bombay office and 1 get iny money from the Bombay 
office. 


Q , — Do you always draw on hundis and actually keep some capital with 
you? 

A ,* — I do not keep any capital here. Whenever I waul money I draw 
from my Bombay office. 

1 — Do you ever finance timl>er merchants? 

1. — I am advancing to the timber merchants also. 

Q . — It is a fact that a number of those merchants failed rec^eiitly? 

A. — They were in an embarrassed state. There were practically no sales 
and therefore they naturally failed. ^ 


0. — Why were they in the embarrassed state? 

A. — We do not know the details of their business, hut our information 
is that thej^ sent timber to Karachi, Bombay and other places, and this 
year tlie market Wius very dull and there were no sales and henc*e their 
embarrassment and failure. 


Mr. l\ J. Thomas: What is the lowest amount tliat you generally lend? 
A. — Rs, 20() is the minimum amount that I lend. 

. — To what classes of people do you give such loans? 

They are generally shop-keepei’s. 

. — Do you not lend money to clerks and some other small salaried men? 
.—No, 

Q . — Do you lend to manufacturers? 

.4, — Only to merc'hants. 

0. — What interest do you charge on small loans like Rs. 200? 

A. — Twelve annas, Id annas, 14 annas and so on. It depends upon the 
Imperial Bank rate. Our rates will generally Ix) 2 per cent above the 
Imperial Bank rate. 


Q . — Do you charge tlic above rate even in regard to the Rs. 200 lent to 
the shop-keepers? 

A. — We give loans only about Rs. (500 and alxjve. It is very rarely that 
we give loans for Rs. 200 and this does not generally l>ear more than one 
rupee interest. 

Q . — Are the Multanis also having the same class of transactions? 

A. — Yes, they are also doing the same kind of business. 

O. — Do you allow your clients to return the amounts in instalments? 

A. — No. Such a system does not obtain among us. 


Q, — Do you discount the hundis received by you with tba Imperial Bank? 
or do you keep your hundis with you? 

A.— Whenever we are in need of money, >ve discount them with the 
Imperial Bank, if there is no need for maue^^ we keep them ourselves. ' 

O.— At what rate do you discount your hundis with the Imperial Bank? 

A. — It also depends upon the Imperial Bank rate. They charge 7 per 
cent interest on them. 

0. — Do you borrow any monej’ from the Imperial Bank? 

A.— We never borrow from the Imperial Bank. We get our finances from 
pur head office in Bombay. 



Q. — Ha» tli«re been lately any reduction in the iiumbcM' of your eliailtaf 
Are not aonie of the iwen'hauts who were foriuerly dealing; with you noa* 
going to the Imperial Bank direct? 

A. — Yet*, they resort to the Imperial Bank whenever tliat it* profttaUe. 

O. — Does not your business dwindle on that account? 

4, — Really our busiiu^s is getting retliuinl, but still we do uui mind that 
at all. 


3. — Have you had auy l>ad debts? 

1. — Yes, we have lost some money by that also. Stuuetimes Us. 10,000, 
sometimes 5,000 and soiiiet'i iiics *0,000 and dOi^lOO auil so forth. 
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-Did you sue the parties? 

-Yes. 

“Do you find auy dittkully in realising youi uiuoiints? 
. — Yos. We have sometiiues to go to court. 


Have you anything to suggest with u view U> avoid l>ad debts and 
to realise your amount in a loss expensive way? 

A . — What is the use in our c-oinplaiiits? Government would not hear 
what we say. 

O. — You can make any suggestJt>ns to the committee? 

A . — The present day dealers are not doing business according to tliuir 
capital. They are doing business rashly witliout usjiig any caution, care or 
intelligence. They very often over-trade and at tnuccs they are unable to 
meet their dues and thci result is they file a schedule in the insolvency court. 
Many of such tieople often hide a go<Kl deal of money Iwdore filing a wht'dulo 
ai>d so we have to sustain a heavy loss. After filing the insolvency the 
Receiver for that insolventy does not properly scrutinise their assets and 
liabilities. Now' a days nobody is ashamed to go to an insolvency court and 
therefore we are sustaining loss. 

0. — What can the court do? 

A . — This is all what wc have to rejiresent. 
find out a remedy. 


It is for the Government to 


Q . — Suppose Govcriimeiit makes rules to regulaUi your business with a 
view to avoid too great risks in your hiisinoss and also to secure tlui interests 
of honest clients? Terms of business will Ik) prc^sirihcHl and accounts regu- 
larly audited? Government may also help in obtaining funds more easily 
and at low'er interest? Will you agrcH'? 

A, — We are quite prepared for such regulations. 

Mr, C, Gopalu Menon: May f know what is the security ofiertHl hy you 
to the Imperial Bank for discounting your hundis? 

A. — Our Bombay office only knows all aliout that. 1 do not know any- 
thing about that. 

Q , — Is it the Bombay office that has given a security to the Imperial 
Bank or is it your Bhikarpur head office that has given scK^urity to the 
Imperial Bank for discounting your hundis? 

A. — I am unable to answer that question. 

Q , — How did you first c^ouuuence your busiuoss with the imperial Bank 
in Calicut ? 

A . — 1 have no dealings with tlie Calicut branch of the imperial Bank. 
My dealings are with the Madras branch of the Inq>erial Bunk and also the 
Bombay branch. 

Q , — Then do you mean to say that the hundis you take from your custo- 
mers in Calicut are sent over to Madras for discounting? 

A, — Yes, and to Bombay branch also. 

?. — Where do you gert your cash? 

1. — I get cash from Bombay office, and from merchants lierc who wish 
to remit money to Bombay. 

?. — Do you not use Imperial Bank for transmission purpose.'’ 

1. — My Bombay office will do that. 

Q . — Where do you keep your cash? Do you keep it in your sale or bank 

anywhere? 

4. — I always keep it in my safe. 
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Q. — Hav« you any current accoutit urith the finperial Bank? Do you 
nut rely on Imperial Bank for safe custo^P 

A. — I hav% got a current account with the Calicut branch of the Imperial 
Bank. 

0. — For what purpose do you keep itp 

A . — I have given a letter to the Imperial Bank here that in the event 
of any failure of payment on the hunclif» discounted l>y me, the lin[)eriat 
Bank could ine<?t the h mid is out of this account. 

Q , — Do you mean to say that if you have not got sufficient funds in the 
Calicut branch of the Imperial Bank you at once take a hundi from some- 
body in Calicut who wants to remit money to Bombay and pay that money 
into the Imperial Bank in order to meet your hundi whicn was not met 
either at Bombay or Madras? 

A. — J meet such hundis which are not paid on tlie due date either from 
my own cash or from the money that T get out of issuing hundis on Bom- 
bay. 

0. — Do you utilise the help of any brokers in getting this business? 

A . — In the case of sound hundis we utilise the help of brokers. 

0. — What is the rate of commission you give on those transactions to 
the brokers? 

A , — 1 generally give 3 pies for every llX) rupees liusiness, as commission 
to the brokers for bringing tlu^ business. 

Q . — Have you bad instanc‘es where you have got your hundis noted by 
the Notary Public, when they are not met on the due date? 

A , — Jn such cases 1 at oiu*e give notice to the parties that they should 
pay the amount within ten or fifteen days of the notice. There w^ere also 
cases in wiiich J have also brought hundis to the Notary Public w^hen the 
parties did not pay on the due date. 

Chairman : You say tliat you are sending hundis for collection from hero 
to Bombay. Are you getting any hundis from your Bomliay office for the 
purpose or collection here? 

A. —No hundis are sent from Bombay to my office iu Calicut, I only 
send hundis on which I make advances to Bombay for collection. 

Q . — If you send hundis from here to Bombaj, then goods must be sent 
here? 

A . — Wlmt I generally tlo is to <H)llect money from merchants here who w'ant 
to remit thcii’ money to Bombay and issue hundis on our head office. That 
is how I get funds. They send these hundis to their head offices in Bcunbay 
for encashment in our Bombay office. 

Mr. (\ (UfjMiiu Mi'nan: M'hut are the goods that come from Bombay? 

4. — The money tiiat 1 am receiving from the merchants in the city is 
against goods tliey have purchased tvom Bombay. They ai’e generally 
grains, pieccgoods, pulses, etc. 

Mr, Thomas: Goods are also sent from here to Bombay and money there- 
fore comes from Bombay to this side also? Does it not? 

A, — Yes. Goods are also sent from here to Bombay, but that is very 
little. 

The Chainnan: The bulk of the goods are directly exported from here to 
foreign countries, is that not? 

4.— Yes. 

0, — Do you know whether Multani hundis are cashed at the Imperial 
Bank or other exchange hanks such as Chartered Bank and the Mercantile 
^nk ? 

4. — Mostly with the Imperial Bank. 


(The witness then witiidrew.) 
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Orail evidence. 

The Chairmnn (to the AHshtant Direcfoi) : You ar** iu chaiKo of Ui^ 
fisheries on the West Const? 

.4 —Yes, 

. — Aro you in charge oi the ecxinoniic work 
Yes. 

. — That involves running a certain iiundM'r of cxi-opcu ntive societies y 

.—Yes. 

O . — Are you in toucjh with that? 

.1. — Yes ; not iu very intimate toiu li. The Inspec tors regularly inspec t 
the fi.shing scK'ieticvs. There are only two societies. 

Q . — You liavo not got any credit .sra ieties? 

A. — N^o. Some of the societies ai<‘ doing good work. As a class they 
are not working satisfactorily. 

The (.'ha'inoan {to the iritnrus Mr. Sotmt Morlnlfi): What do yon know 
about tire eo-o[>erative societies for fishernier) ? 

A . — 1 am c'omiocUxl with the co-operative society at Malpt*. Since the 
inemliers did not rogulaily pay, the .st>eiety fiiiled. 

Q . — Why did not they pay their dues? 

A . — They had no money to pay their diH*s. Owing to the failure in the 
fi.shing sea.son they were unable to pay their dues. 

Q. — For what |)urpose did they use that money? 

4 / — Yov purchasing lM)ats and nets. Dining the non-fishing season lor 
their livelihood they Imrrow money. 

Q . — Why did they not save in the previous months for tlie non-fishing 
Reason ? 

A, — Whatever they earned they spent. 

Q. — Do you think that somebody else is going to keep them in the otf- 
sea^on? From whom do they borrow' when there is no fishing? 

A . — When they cannot keep themselves they borrow money from the 
money-lender. 

L — ^Do you work for yourself and for the money-lender too? 

. — I am lending money. 

. — You are a money-lender? 

. — Yes, I used to give advances to hoat-owners. 

.-^What for P 

. — For fishing business. 
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Q . — For what pQr]>o(ie do you lend money? 

A . — Wo uaed to give them money when th^ want to buy boats and nets. 
We nsed to |Miy them when they hove to pay advances to woriraiefn. 

f . — You too pay? 

. — There are owners of boats and nets. I am paying them and they 
employ workmen under them. 

f . — Do they finance the fishermen? 

.—Yes. 

Q . — What rate of interest do you charge? 

A . — The owners of boats and nets are paid some advance by the capitaHsi. 

0 . — Are they hound to sell the catches to him? 

A , — The capitalist buys at the bazaar rate. The owners of boats under- 
take to sell the fish that they get to the capitalist. Those people have 
to emi>loy workmen under them so that they might go for fishing. 

Q , — ^Why should he pay the advance? 

A , — To purchase boats and nets. 

Q . — ^Why is it that advances are given? 

A. — For* their livelihood. 


Q . — Do they not get fish everyday? 

.4. — If they get fish for a day, they may not get for ten or fifteen days. 

Q . — If they catch fish for a day will it not last for fifteen days? What 
are the reasons for giving advance? 

A . — There are people who are not taking advances. To replace the 
old nets they borrow' money and purchase uow nets. For that purpose we 
are paying advances. 

P. — Why do they not save money and purchase new' nets? 

A . — They might have Iwrrowed sums earlier. They pay the previous 
yoars^ debts and what remains w'itb them will not be sufficient for the new 
nets. 


P. — Are yon giving your own money or are you borrowing money and 
paying them? 

A . — I pay my ow'ii money; somelimos T borrow and pay. 


— From whom do you borrow ? 
. — From the bank. 


. — What bank? 

. — The Kanarn Ranking Corporation,. TTdipi. 

p. — What is the rate of int-erest? 

A . — ^9 per cent. 

p. — What security? 

.4 . — Person al seen r ity ? 

p. — You lend to these fishermen ? 

A. — ^Yes. 

p. — ^What do they do after catching? 

A . — The fishermen sell the fish either to the man from whom they have 
borrowed money or to some others who offer them a higher price. 

Q. — How much doi^s the fi.slierinaii get and how much the owner? 

A The fishes are sold in a lump. Tlie sharing is done afterwards^ 

P. — ^What is the share? 

A, — Supposing there are twenty ownere of boats and nets and sixty 
workmen. The division is made equally between the owners of boats and 
the w'orkmen. 

Q. — What is the object in getting in a lump? Do they not catch aepa- 
4 ‘atmyP Do they sell separately after catching the fish? 

A . — The system of fishing that is prevalent is that of rqmpini boat and 
net. All join together and catch fish. 

p. — After catching the fish do they sell it separately or wholesale? 

A. — They sell it in a lump. 
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Q . — What does the fishern^en get? 

A . — The whole snle-prcHWils go to the fish oateher. Humvoaing there in 
set of hoat-ow'iiei“s and fishermen. They c*ateh two lakhs of finli whieh in 
aold at the of Rs. 6 ih*!' thonsaiid, 

Q. — W’hat does the lK>atmen get? 

4 — The owners of boats and nets get Its. tKK) and the rest get Hs !100. 
Q . — Thev divide half and halfr 
A .—Yes . 

(J>. — ^W^ho buys the fish? 

,1 . — The merchants. 

Q . — Those nmrclmnts lend moiu'v to the Ixiat-owner? 

.1. — Yes, They sell tin* fish to the im^n from whom tlu'v hare borrowed 
the money. 

Q . — What interest (1(k\s he get on his loan- 
.4. — 12 per cent. 

<j>. — Paid in kind or cash? 

.1. — The fish is i)iirchased at the bazaar rate and ilu' owma of the 
boats and nets gets tiu* nH>m\v. Out of tht‘ sale-procecais the mnt» who 
has lent takes the capital and iiitcncvst. 

y.— Whole 

.4. — At the end of tlu' tishinjr season the whole* is repaid. .\t tlie begin- 
ning of the fresh season fresh loans are aelvanecal. 'riu*y take loans po 
their livoliliood. 

Q . — You said that tlu'y are borrowing tor tlnui livelihocKi belon* fb»- 
Kouson ? 

A . — After tlu* fisliing s<‘a.son wbem tlu*v lunu* no inom*y witli tbeTu tlio\ 
borrow. During tlu* rainy sc'ason they begin to bm row (>nl>' for sis 
Tuoutiis they work. 

Q. — The* inonsiMin does not last for six months? 

.4. — For four months wc* have rains. Afterw'nrds there* is not tniuh of 
fishing. They do only east net operations. 

Why? 

4. — That is the praetiee*. 

The result is the wlmle* ot the fishing community is in (le*l)f 
A. — There^ are some* lU'ople* who aie* without de'ht. 

y. — Those peeiple* who are* without de'ht are th(‘\ l(‘nding moiu'v? 

4 -Yes. 

Q . — They dei not fish ? 

4 — They do go for fishing. I am an agrieiilt mist I am not going for 
fish ing, 

() — Who buys the fisli and gets tliein eure‘d? 

4 — ( hristians, Mappillas and Tiyas. 

Q . — Do not the women hnv fish 
4 —No. 

Mr. Mimisiraini Xdifih/u: liave voii got boats anet neds- 
4. — J have* no boats anel nets usc*d foT* fishing. 

Q. — How' manv Iwiats are* there at Maipe for tisiring? 

4.— Thirty. 

Q , — Of the tliirty how’ many nie not in eleht ? 

A . — Five or six })orse)ns. 

Q. — You lend money tor tlie purf>ose of enabling them <e» buy boats and 
nets ? 

4. — If they ask us. w’e pay tliem. 


i 


You are aetual]\ len<o*'g te> the owners?' 
-Ye.s. 

— For how’ many? 

-Two. 

— Have von taken nnv pro-nf>tos fremi them? 
—Yes. 
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? — What \H the rate of int<?rest Mtipulatei) in the pro-note? 

. — 12 per c*eiit. 

0. — lyoi^H tlw pro-note stij^nlate that the interest should be in cash or 
in the sha[>e of fish? 

A . — The pro-note shows that the iiiU^rest should l)e paid in cash hut some- 
times f take fish also. 

y.' — Durinp: the fishiiij:; season for whom do you advance money? What 
d<K*s the Imat-owner get? Does he go for fishing alone or with others? 

/I. — He takes others in ijartnershi|) with him. Whether it is a single 
individual or sixty men all of them join togethei and go for fishing. 

Q . — After catching the fish how do they share lioth the boat-owner ami 
the fisheriiien ? Half and half? 

.1, — Sup|>osiiig ther<‘ are 20 boat-owners and they take forty other p€H)[>Ie 
as e<K>lies. All of tliein go together and luiH the sale- proceeds is given 
to the Imat-owners and tlie other half is givt'ii to the fishermen. Six or 
seven thousand rupe<*s is rcHiuircHl for the total ecjuipimuit. All of tlrem 
scdl togethei . 

Q . — hi he IkmiiuI to sell it to the man from whom he has borrowed money 
or ran he sell it to soinelaxly else? 

.4. — He <‘an sell it to anybody. 

(>.— What is the largest amount you have giv'en as loan for the two 
Imat-owners ? 

.1.- — To om‘ man T have given Hs. 2,500 and to the other Ils. ^,000. 
The same jieople ha^'e borrowed from others. 

Q . — Tliev have to pav interest whether the^ eateh fish or not? 

A.— Yes. 

Q . — SuppoHo the lioal-owner offers only Rs. G per thousand. If another 
man is prepared to givt' Its. 6-4-0 can he sell the fish to liim? 

A.-^Yes. 

O . — And von receive the interest due to vou? 

A.— Yes. ’ 

Q . — Hut if you take the fish you take it only at the bazaar rate and not 
at tlio competitive rate? 

A. — Only at the bazaar rate. If the cured fisli is sold for Rs. 8 fresh 
fisli will be sold at Rs. G, 

(>. — Are vou in the habit of taking fish itself? 

A.— Yes.’ 

(j . — Then vou cure and sell them? 

A Yes. 

Do you advance money to the actual fishermen ? 

,4 1 give money only to those persons wliom 1 know. 

Q . — You do not do it directiv? 

A.— No. 

Q , — Do you know how he shares with the other persons? Does he give 
it for interest? 

A. — No. He gives as advanc^e. 

Q , — Are the fishermen bound to give to the boat-owner or can they sell 
to anylxKly they like? 

A. — Fishermen repay the advance in cash. 

0. — On wdiat security doe.s the boat-owner give? 

A. — Nothing; he gets a pro-note, 

Q, — How' much time does it take for him to realize the amount? 

A. -He w^aits for two or three years. 

Mr, Muni^iroji}} Natpufu: Are there co-operative societies to help these 
boat-ownei-s ? 

A, ---No. 

y — Do these boat-owners borrow from oo-operatiVe societies? 

I.--N 0 . 

Q . — You borrow at 9 per cent from the co-operative hank and lend it 
at 12 per cent? 

A.— Yes. 
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Q. — AiX' yuU abir to make' a prutit <>m of itf 
.1. — SoiiK* amounts I am not able to nnibjMv 

V. — So. what is the not intoivst that yoti ato abto to rvabjioP 
.1. — 1 cannot say it 1 make any nroht out of this at all. I am a tnuhn 
and J am aide to make j)rohi out of that. 

y.— IndeiKMident tif the lending oi money, yon have the hsh trade yi>ur- 
belf'r^ 

A. — Yes. 

m 

y.—Yoii buy bsh not only from the boat-owner- ti» wlmm von lend but 
also from others? 

A . — 1 )»urehase from two persons no^^ . 

y. — Do yovi hav(' tlie lish cured and then sold? 

.1, — Fresh fish is pureliased by me. then it is cured and then I sell it. 
y. — To whom do you sell? 

A . — The pcM^ple from 'rdlicherry . (‘howgbat ami other phnes come and 
make the purt hase. 

y.— Have yon btM.‘n earr^iiig this business <»( jmiding imniey !d the Iniat- 
owners for a long time or have yon tak<‘n to It only reienfly? 

A . — r liavo been (airying on tins business foi- the Inst jo <>?• ‘yt) \eiirN. 
y. — Js it an ancestral hn si ness? 

.4 .—No. 

y.— How many people are there like you lending money to tlu'se boat- 
ownej’s? 

4 .“All tic‘k(‘t-holders of the Malp<‘ Fish-i unng Yard do this and they 
are ahovit (>() in numher. 

y. — "I'hose who (lire li>h advance inoiu'v to tlieni? 

A. — Yes, I advaiKs* money during tlu' rainy season and I do imt gef 
any interest from them. 

O. — How do you r(‘covor th(‘ money then? 

.1. — By means of small instalments, 

y. — Is it liy cliaiging for the luhour? 

A. — 1 adjust, against the lahoiir dom^ by them, 

y.--Y()U said that yon aie lending moin‘v to two hoal-oii ners. Has that 
been in exisU*nc<^ during the last hfU*en years? 

A . — It is only tivo years since I liave lent to tinvse two men and I 
expect them to repay the amount this year. 

y. — You expect the hoat-owners to repay in two oi three years? 

A . — Supjiosing th(*v are not able t<> repay in oih' or 1 \M) years out i f 
their own inconu*, they borrow from elsewhere and »epay and thus iliev 
will he indebted to the other man. 

y. — Are the boat-owners aide to elear their debts in two or tlina’ years’ 
time ? 

A . — They may not lie able to repay within that time. 
y.“So, they are always in debt? 

A . — More or less they will «al\vay.s lie ind(d)ted. But tliert* uk’ hoim* 
|K.H)ple who are without debt. 

J/r. Thontd.s: I sfiould like to know wiiut a hsherman usually earns on 
days when he gor^s out to ti.sh? 

A . — On some days lie may get Us. A or Us. 0 but on sonn* days he may 
get nothing at all. On a few days lie may not get more than four annas. 

y. — On an average wliat could lie earn? 

A. — On an average 60 men together will able to get Us. 4, (^1^1 *** 
months in the year. 

Q . — During the rest of the year does he not go ahshing? 

A. — No. 

y. — So, his income according to you will he only Us. 50 from fishing for 
the whole of the year? 

A . — With rampini n<*t they get so much. 

0 Does he also use the other net? 

A. — He does it in other monthb. 
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Q . — In niuiiilih luiw woiiki he able to get on an average P 

A . — He may get 8 aiinaH a <lay and there may lie days when he gets 
nothing at all and lK?nce it js not possible to -say exactly what the average 
will Ihj. 

Q . — 1 want to have some idea ot the maximum and the minimum whmh 
a fisheriuun may get by going out with an ordinary . . 

.1.— One man dot's not go l>y limiM-lf. Generally four or five join 
together and go out and they may get from Us. 2 to Us. 4. 

And thus they each get Me. 1 per head P * 

A. — Yes, Again lor lour or five days th<*y may not get anything at all. 

— For how many months in the year is lie al>sohitcly unemployed P 
.! .— Sometimes there may Imj- rains and someliitjes there may l>e heavy 
winds tor at least thrc*i‘ or lour months in the year and these will practi- 
eully be a waste ot time for him as he ecmid not go out to get any c'uteli. 

— Only tor two or three months he may l)e so. lint even then ocea- 
sionally Ue might be going out. Is it not sop 

.1. — During the rainy season lor two or tlnee months, he may not keep 
quiet, hut he will lie reijairing the nets. 

V. — What sidisidiary industry have these lisliermen during those idle 
months p 

A. — They are spinning with hemp and they do iK>t go out tor other work. 

Q . — Is it not possible tor people like you to show them the w’ay tor 
earr\ iug on some kind ot cottage industries w hicli w ill suit their (;w ii 
avocations and the convenienee ol their iainiliesP 

.1. — It tlioy recjiiire we w'ill give them the n(‘(essary tacilitiesP 

Is it not j)ossil>le tor them to take to weaving or liaskeUmuking P 
.1 . — They do not do any ot tliese things. 

(J . — WHiy <an they not be taught P 

.1.- -The work ot repairing old nets and making new ones ilselt occupies 
their’ tull time. 

— There is no time then w h(*n they and their- lamilic's ai’o idleP 
.1. -They do not know and they do not take to any other woik. 

Q. — Is it not possible that they might be able to siijrplement their earn- 
ings by taking to some kind ot cottage iudnstn P 
.1. — It they do that they will be all right. 

Q — AVhai is tlie co-operative society j»t Malpi' doing P 
.1. — The society is closed, Jt wa.s giving loans tor the purchase )t 
threads tor making Iiemp. 

O . — Did not the society get Irac-k some instalments trom the tislieruienP 
.1. — They took the loan on the understuiuling that they will give at tlie 
end ot a yeui’, but they were unable to pay at tlie end ot the year. 

(J . — Suppose we leorgaiiij^e the system in another way. may make 

it compulsory on their part to liring the wliole ot their catch to tin? scKiety 
and have it sold through the society P 

A. — Thev had a society in Mangalore tor iiiirchasing oil and guano. 
That also did not work well. 

Q.—\Why? 

.1. — The prices fell down and the society did not work well. 

The Chainnun : Are there no other reasons? 

A.— No. 

. — Wore then? no defaleatioti» in that societvP 
.—No. 

. — Did it transact very little business? 

. — Yes. For the last five years it has not done any business. 

Mr. Thomas: There i.s a great demand for cured fish in Ceylon and other 
eastem countries and a great deal is consumed over there. Much is 
now supplied by the Malabar Coast. But does the fi.shermen get any share 
of the profits? 

A.— No, 
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iiicrcloiL', wuulil \ou (‘ousulor it it» lui>t‘ fo^km^rotivc 

not only to utlvaiK-e luoiioy ior neU but aJs<t lo takf tlivu tUh. liaw it ^ 
cured and then sell it in bulk’r' 

A. — 1 do not tliiiik so. The od and guuno society lailiHl. 

(J. — Ai'e they buying fish:*' 

^ ."1 - It as a ^^(,^l^ot\ ot till auil guano laettirv oa ner.s uhi» ut*ix‘ iMtiv liasitC' 

Iresii fish. * ' 

I Malpe ftv-operative SchmoIv. who weie llic shaie- 

• holdei-s'' Were ttiey actual hsherinen or h«un-owneis< > 

.1, — The sbareholdei-N weiv all hshenheii o( whom some owiuhI lK)at> 

(,1,—W'luU d(H-s a fisherman ol averagt* ability who utirks lor the major 
portion ol the yi'ar t'arn by lishing;" 

am not in a position to say. /^nrrf.o of h'tnhritv^t) We 

have started two someties. The sm ieties own lauits anil nets and the meinbms 
go out ahshing and tin' accounts show that including tin' S annas which eat4| 
gets as a living wage on days thi'v go ont ioi- catching lish each is aide to ^ 
make Us. 10 a month. Alter paying the living wage ot 8 annm4» out oi the 
salc-proieeds hall go*‘s to the lish-i at(*hei and ilie other halt U> the six it ty. 
The Government lias given a loan ot Us. ]..VHi to each mk lety and out ol the 
iiK'ome ol tlie siKiety the loan has to be i(‘panl. So alter ikHlucting the 
society’s sliart' each catcher ot lish gets Us. H» a month. 

Q . — In the Malidiar district'' 

A— Yes. 

V. — Do you take a share oi the lish caught tor tin' siH-icly or its moiie\ 
value 

.1. — (7/<r Assistant Dn vetiH oj Ftsfu rit s) Supposing the lish i.s sold, liien 
8 aniia.s is [laid as a li\ ing wagi* to each nitnidHU ol the crew and tlu' lialuucc 
is divided eiptally among the meiubeis and the society, 

is the soeietv that ret>avs the loani' 

A, -Yes. 

O . — Wdien the delil is completol.\ refund the Iniats heconic the fu<)f>crl.> 
ot tile .siK’ietyr' 

A. — Yevs. In this way eacli mendier g(‘ls S annas as living wage and Ins 
share also. On the aveiage each niemher gets Its. JlM) a year. 

The Chairman : You have each M>ci(‘t> owning oin* hoal i'' 

A . — {Thv Assistant J)irnf(n' of Fisheries) Kach sof'iety owns lliree boats. 


G. — Have they l>een registered'' 

.1 . — {Tha Assistant jjirretar of Fishrnrs) Yes. 

llegistered as credit smieties';' 

A. — {The Assistant Jhrntar af Fisherirs) As noii-cicdil soiielies 


Q — When w us it i egistered Y 

A. — {The Assistant Director n/ Fishnies) Tliiee years ago, 

O . — There are two societies; who runs them r' 

A.~-{The AssistaiLf Dneetar af Fisheries) The Fisiienes Defiartinent am 
in charge oi tlicm. 

Wlio i.s actually doing the work ol those soc'ictics'' Who is kc<^j>~ 
ing the accounts!" 

A.-~{Th€ Assistant Direrfor oj Fisheries) It is tlie Sul>-Insj)ecAoi* of tlie 
fisli-curing yards wlio is writing the accounts. 

Q . — Then wdierc does the (“o-operation wine in.*" 

A,— (The Assistant Direetoi' of Fisheries) It is registered as a co^>perative 
society . 


Q . — AVhat do the meinbers do!" 

A.--iThe Assistant Directerr of Fishenes) They' go out hshiirg, 


Q, — But who conducts the affairs of the s(X'iety' 

A,^Tke Assistant Director of Fisheries) There is the seerHary atnl the 
president. 

-Who is lu!l<l lespon^il.lf ioi wiitinn tip tli<‘ 


accounts f , i i * 

A,-~ATke Assisiafit Director of Fisheries) SfunetimcH the bub-lnspectoi 

writer, bometiines the secretary also writes. 
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(J . — There are only two Jiecretariobr' 

A. — {The A*»i»iani Dii tutor of Ftshrnr») Yeh. 

(J . — </an either of them writer' 

;i. — {The AsBisfant Duvefor of Fiahrrir^) Oo one ocea-Mon the beeretary 
wub not alile to write and henc*e iic was chjinged- 


Q . — And the other man'' Has he evei- Inreii known to keep these accounts? 

.1 . — {The Afmijftani Director of Fisheries) 1 cannot i>ositiveiy say that 
the acrounth are entirely written up hy the secretary. J l>elicve part of the 
accounts is also \vritt<n> hy the Sul>-lii«|>ector. I'he Fisheries Department 
ai'e given the j esponsihiiity of seeing that tliey work well. Till the loans 
taken from the Government are discharged the supervision of the depart- 
ment will continue. 


— What does the l*resident do? 

.1. — (The AH)ii)ifant Director o/ Ftsheries) He d<K‘s just as the president iii 
yther s<K‘ieties do. lie presides over the general incH.‘tings and the pauchayat 
meetings, 

G.“ What do the panchayutclars do? 

A.~- {The AMSisto/it Direeti/r of Fisheries) 'riie;\ meet and pass icsolutions 
for example to get loans from the distrid hank. 

U . — Wliy do they want money? You said it is not a cjcdit society? 

.4. — {The Asffistont Direef <n- o/ Fisheries) Tlie meinl>ers want money tor 
their living. Instead of borrowing from elsewhere they horiow through 
thu .s(x,'iety. it is not a cnxlil society hut tli<‘ hy-laws permit of loans l>eing 
taken prov ided the total lioes not exceed Ks. 2, OX). 

Q . — What voice luive the menihers got in the management? 

.1. — (The Assisfonf director o/ Fisheries) 'riie iiiemhers have got tliu 
same voice as in other (‘o-operative .societies. 

— But who really juns the affairs .of the stn iedy? 

.1 . — (The Assistonf Director oj Fisheries) Jk‘eause the Government have 
advanced loans the Fisheries Department have lieen made rosponsihle for 
bceiiig that tlie affairs of the society are <()ndueted well. The boats and 
nets are the security offei'eil to the Government Idi tlu‘ loans. 

Mr. Thomtts : Jn the ease oi backward classes, if may he necessary for 
Government to take a jiaternal interest in them and start (‘o-ojieraiive 
societies for them. When they get aeeustoined to it, Goveriiiiient may 
w itiidruw'. Do you agree? 

/l.—Yes. 


.4. — i/Fhc Assistant Director of Fisheries) They \eil it aw ay 
> fresh. 


vvliile they 


Q . — Is it better to sell fresh? 

.1. — {The Assistant Director of Fisheries) la jiarticular j>luc*es fresh fish 
fetch good prices. 

(J . — But normally it is the other way? 

A. — {The Assistatit Director of Fisheries) Y^es. 

Q . — Have you tided any suhsiiliary industries thrungh the eo-oporativo 
societies ? 

A. — (The Assistant Dirveior of Fisheries) No. 


f- 


-Ai'e there no suggestions? 

-{The Assistant Director of Fisheries) The funds do not permit us 
to do that lH>c‘ause the loan advanc^ed hy the Government have to he repaid. 

Q . — Is it only u matter of funds? 

.1 , — (The Assistant Director of Fisheries) Tliey will not take to aii^ 
otlmr occupation. Just after the cyclone, the fishermen were in a voiy 
haa way and the Collector tried to pei*suade them to take up some cxiolie 
work as metalling the road but they refused. They think they cannot 
depart from their immemorial occupation. 


O , — Are their children going to school? 

A. — {The Assistant Director of Fisheries) Now so many of them come to 
the fisheries schools. 
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Q . — If a ri-so takes plat'e iii their standiml oi living, and if thev will 
take to other kinds of work ? 

.4.^ — {The Assisfoftf Dttfrfor o/ Fixfirrie:i) As a matter of foot after the 
fisheries schoos have Ihhoi startcnJ their stamhuaf of (omfort has risen ami 
they are more eleanly in tlieir hahits. 

y.— They will then rtxjuire more iiusmie anti will take to snhsnUarv <hs »i. 

• pation? 

A. — (T/ie Assistant Virertin nf Fisht'iies) IVwsihlv, 

Q-' Could not tile ilepartment en(H»iirap:t‘ sneh attixiHes as weavmp;. 
spinning, hasket-making, ete. r 

.1. — {The Assistant Dn'vctor oi Fishvrirs) 1 1 it Inn lo ae hiivt‘ lailtHl, In 
Ponnani taluk they work in the lu‘hls, 

-Is it suitetl to tln‘ir nnaie t»f life?" 

{l/(r Assistant Itiin ffw of Fistarns) Soiin* ol tin* lisinutiuni ai't' aeri- 
( nitnrists. 

Q . — What are the t hief tlifiienltie.s among tin* lislno tnen ' 

I — Want ol etlucation and tothly tirinking. 

(?. — Has tluo’t' lanm any rtalmtion in tin* Imhit ol drinking of late? 

.1. — No. We only hear that some tivt* tn ten )»e<»ple have U‘U d oil 

(,>, — Ts there no propaganda work among thtMii:*' 

A . — Nowadays some propaganda work is earriotl f>n 

Q . — Are there no eofiee or tea shops opein't) near (lie lodtlv sho]>H fo 
accustom them to tin' ttninei’ as it is dom* at tin* tiianK lishenes in 'I'nti- 
cor in ? 

A . — They do not do it. 

Q . — Have you got anv suggestions to make to tin* Comniitttv' in regani 
to the pj'ovision of hotter facilities for lishing? 

A. — Edin'ation should he given to them ami (hey should h<* s(opp<*d from 
drinking toddy. 

Q . — But what facilities do you want with li'gaid io obtaining funds? 

A. — W^e rotpiire mom'v, hut have no mhuiiIv to oilej\ 

f^).— can develop your character and thnlt and tlnui H 10 or oO pi'ople 
among you join they can togidher raiM* fumU' 

A . — Rut they will not do lik<‘ that. 

(,). — Are you interested in eo-oiierat ion among lishcnnen ^ 

A . — 1 was the President of the Maipe Society. 

Q . — If it is insisted that the memhers should hand oV4‘r tlnor f’ati'h to 
the co-operative society or the curing yanl, will not tin* society work 
successfully ? 

A . — The boats and nets are not owni*d hy tin* fishermen imt belong to 
other people and they "wiil liavi* to deliver the iish to tin* owners. 

Q. — W^hy don’t the workmen form <-o-operat i\ c >o( ieties ami hire or 

purchase boats? 

-4. — For the original eai>ital to start with they reipiiri* somelxMly to h<*]p 
them. 


The Ffuiinnon : How long will a boat last ? 

A . — {The Assistant Direvtor af Fisheries) It will last tor ahonl 1.^0 to .Ul 
years. 


Q . — How much does it oo.st? 

A. — (The Assistant T)tr€(for of fisheries) Thn'i* l*oats co^l rn'inly l;s. I tHM). 
Q . — How manv memhers are there in the societies 

A,— {The Assistant Direvior of Fisherifs) U\ <me , society lliere are liiteen 
members and in tin' other there are 22 or 2d m<*mb(‘rs. 

Q . — And they have to pay lls. 1.1)00? 

A. — (The Assistant Dlreetin of Fishnies) \<‘s. 

0. — In what time will they l>e able to r<*pay 

A.— (The AmtuUmt Birertnr of Fixherien) It lli.> tislimp: Koason m KtKMl it. 
can l>e i-epaid in four or five years. 
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Mr, Thomas: Why don’t the men place part of their earnings in the co- 
operative so(‘ieties and thereby provide for something to fall back upon in 
times of distress? 

A , — They will not do it, ff they get some extra money one day they 
at once go and drink t<Kldy. 

y. — Does anv fisherman depf)sit his nionev in the postal savings hank? 

,4 No. 

n — you youi'selt f)iit your money in any co-operative society or any 
hank ? 

A . — 1 put my money ns s}»ort-tc»rm deposit in a hank. 

Q . — Do yon nse clusiues? Have yon a ehecjne hook? 

A , — ] have not got a cher|iu* hook. If 1 want to withdraw money T 
have to give 15 days’ notice* of withdrawal to the hank. 

Q , — Why not they Ik^ trained to deposit wliatever snrpins inrome they 
have in the co-oj>erative soe-iedy? 

A. They have got a similar system now and that is. if they get any spare 
money they give it to their ‘ moopan ’ or ehief, for safe kcH'ping. 

Q , — Dofiii he return the money with interest? 

A . — After the end of the fisliing season when the accounts are closed the 
money is paid hack to the man who has deposited without any interest. 

(The witnessc^s then withdrew.) 

(The cornmitte n<‘\'t adjourned to m(‘et iigain at Madras ) 
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Thorsday, 20th March 1930 
MADBAS. 

P » K 8 B N T : 

Mr. 11. M. Hoon, I.C.8. {Cha'nmat)). 

Mr. P. J. ThOMA8, M.A.. M.1.1TT., I’H.D. 

Mr. C. Gopala Mkxon, M.i.r. 

l>iwan Bahadur B. Mvmnwami Nawdi', b.a., b.l.j 


MJUay. Rao Bahadxir A. RANGASWAMl AYYAR Avargal, 
Assistant Director of Commercial Audit, Madras. 


Oral evidence. 

The Chairman : Rao Bahadur, what rxactly is tho nature uf tho work 
that you are doing? 

*4. — Wo are auditing the liceounts of (iovernnient (‘onnnerc ial roinxuirs and 
such of the local Inxlies and private eoncerus whirh (.overmneut wants us 
to audit. For instance in another province at* ai*it5 auditing the accounts 
of ele<.tric supply t‘oini)anics. 

Q . — Are, rou under the Government of India''* 

.4.--Y^es. 

0 . — lu which servioep 

.4. — The Indian Audit and Account Service. 

Q . — Have you any training in coinineicial amlit? 

A . — 1 am an officer of the* Indian Audit and Account Sc‘rvict' and ]»eld 
chai'go of the Commei'cial A\idit l)ej)artmt*nt t or tin* last livt^ yea i s in 
Calcutta. 


Q. — Is the audit wliicdi the Cornmercdal Audit D(*pai Inient docs materially 
different from the audit which an ordinary charteicsl accountant dot's? 

A. — It is more or Icass of the same kind as tliat done* hy thc' ordinary 
chartei'od accountant. The difteronco lies in that we do the audit oi (iovc'rn- 
ment concerns alone primarily. We are a specializc'd dc'jjartmenL consti- 
tuted primarily for the audit of Government commeir al concerns. 

0. — What staff have you got in Madras? 

A . — Our department was organized only alxnit fiv<‘ yc*ai's ago. 1 have 
only four clerks and three accountants here. 

> — ^Who actually does tlie work of auditing? 

L. — An accountant and a clerk are sent to do thc* audit and I go and 
pass the audit. 

Q, — What is the qualification of those? 

A. — ^We are recruiting our men partly from the Accountant-General’s 
office and mainly from people who have passed the examination for Govern- 
ment Diploma in Accountancy in Bonihay. Our dejiartrnc'nt is only in the 
stage of infancy and we are trying to liuild up our staff. We take men 
partly from the clerics in the office of the Accountant-General and then wo 
give them a training. 

— ^What training do you give them? 

1. — ^The head of our department, the Director of Commercial Audit, is a 
cliartered acoountant brought out from England. He get.s these men to 
IWbi whenever possible and there he gives thorn theoretical training. 
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Q — Wliy is it nece^»8ary to give them any theoretical training? 

— T^at in because thetse men know only the Government system of 
accounting and auditing, Tliey have got to learn the commercial system 
alw). 

"But you can get men direct from those who have pasfWHl the G.D.A.? 

A. — Oi courM? ue get men dir<M;*t from the G.D.A., but thofio men do 
not know the Government system whereas we want men who know i>oth, 

O. — Ih tliere rniuh diffeience betw'^HUi both systems? ^ ^ 

A. — Yes. The Government system i.s on a cash basis. We have also some- 
times got to do audit for the Accountant-General also. 

You mean you want to have a sjKHualized set of accountants tor 
Government commercial coiU'Crns which re(|iiire a good deal more than w*ould 
be i*M|uired for the oi*<linaiy commercial <‘oncerns? 

A. — Yes. A man wIkj has got to do the audit of Government concerns 
has to know something uhout how the acionnt.s are kept up under the 
(iovernmoMt system, because that is l>ound uj) with the budget system of 
the Government of India. Provision for the commercial concerns has to Ih* 
ultimat(*ly made in the Government hudget and the profit and loss have 
also to 1)0 pmvideil for ther<‘. 

you take a man who is qualified as a (snnmercial auditor, you will 
have to give him a further training, i.s that not so? 

4 — Ye^, lie has to lie given training in Government accounts just as the 
man from the office of the Accoiintant-Genei al has to be given training in 
commercial accounts. So w t‘ Inn Id up oui staff by about half and Imlf fmm 
these Kourc(*N. 

0. — Is ther<‘ any diffi<-ulty in training these men? 

4 — We get .sometimes very good men from the Accountant-Generars 
Offices. 

Q — Do they get the same pay ail ov(‘r India? 

A .--- Yes. 

Q . — How much? 

A , — Cylcrks are given 1 rom Bs. 70 to Us. 200 and accountants fi’oin Rs. 220 
to Rs. 600. 


0 . — Do you get graduativs for these po.sts? 

4 — Yes, We get Jlonoui*s Graduates and even Ci.D.A. men. 

O — Why is it noco.ssary to jiay so imieli ? 

A. — Tliey hav(‘ got to go all over India at a moment’s notice, it is an 
expei't department. 

0. — Why is it necessary that they should go all over India? 

A. — That is because we are not big <‘nougli to have a separate local cadre 
for Madni.s. Our dejiartment was organized in 1925 and then for a long 
time we had no local olfices. ’fheiv was only one central office at Delhi 
and we wei'e all attached to it. 


(b -Your acc‘Ounts an* ke])t entirely in English? 

A. -Yes. 

Q , — If they had to audit accounts in the vernacular would there l)e any 
great difficulty ? 

A. — No, not in ^ludras. 

Q . — Your men in Aladra.s may ho Punjabis? 

A. — May Vh> theoretically, hut ino.st of the men in the department are 
Madrasis. Of coui-ae if in Bengal the depaHinent had to audit the accounts 
in the vernacular, then 1 fear the department will not be able to do it with 
the "^present staff. 

J . — Will your staff be competent to audit the accounts of a bank? 

. — Of course with some training they will be able. In mv department 
I have got several G.D.A. men. As a matter of fact, they' are qualified 
to give certificates under the Indian Companies Act independently, if the 
Indian Companies Act considei*s that that qualification is .sufficient for enabling 
them to give an independent certificate. 
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— The qn<xstion is — h it I wili nut it lliis way. How imieh 

practical exjK^ricnce is cx|H>cted for hnii to t'onuurl a fair audit?' 

A . — The G.D.A. c*onNists of an examination as well ns a diploma after 
puttinji; thi^ years' articles under a practising acx'ountant. Kor the exami- 
nation any gmduatc can ap})car in private and the under-gi aduates have 
to study for three' years. The examination is only in regard to the tluHiretical 
l>ortion. For getting the diplmna permitting the man to practise lu' has 
to serve under a qualified accountant for thiw years. 

Q,‘ “What is your exjHM'ience of them? 

A . — Tliey do not have sufficient ]>ra(‘ti(‘al experienc'c. 1 met some of tln:in 
'and I found that they did not liave sufheiemt practieal cvxperieiuH' to Iw very 
UHC'ful, The G.D.A. is itself a new thing ni India staricHl {duuit ten or 
fiftcHui years ago. 

Q — What is the degree^ they give in Madras? 

.1. — In Madras they lia\e no separate examination for tiu' (i.l).A. The 
men have to appear only for the (I.D.A. examination is>nd\U’ltHl l)y the 
Ac'cxmntaney Board. Hoinliay, 

O . — What does the SclnK>l of (‘oiunurce do? 

.1.— It only trains peo[>]e for that examination. Non in the Assemhlv 
1 licdieve theix' is a Bill for the apjmin tmont of a Board of A(‘ct>untuney wilit 
a pro[K)sal to have local Ixmrds in which the Diiwlor of C'oinmereial Audit 
ivpresenting the Auditor-Ciemu al will he' an ex offic io meinlK'r and they are 
going to have' an all-India t'xamination . That Bill is Ue'forc' (In' Asseunhly. 
That may la* pas-seHl em tliat may not l»e passenl. I he-lie've tliat tliere »s 
certain amount ol o()})osition Iroin tin* |M‘ofe“'"snmal hodies in India. 

V.— On wliat gi'onnds? 

A -Prohahly th(*> say liiat it is mu nec ossai y fen tlic chai teic'd ace'oiintnnl 
to 1 'e‘gistei’ his name* unde'r the» pri'semt rule's, He can practise^ without 
any further pe*rmissi<m tisim any (o)ve*rnnH*nt m>\v. But under the* prt»pos<*d 
rulo.s he has got to have* Ins name' e'lirolh'd in the* register. 

(^1.— What is your experience of thi'se* ptsiph*;^ Do you ton^ich'r that 

their epialitie'at ions art* achxpiale*? 

A . — 'riuit is a vt>r\ delicate epn-stion to answer. 

(,),~--How many d*> llK*se- schools and collc‘ges semd out evvvy y<*ar? 

d - Perlinjts do to to G.D As, ei e ry >eaj\ 

(>.- -They are ti ying to eehtain e*mp)oyment as acc-oun I ants or do a lai gci 
miinlier of them s<*t up ju n ate prac tiee* 

A. — Pos.sihly ii Uk'V ge't a Government joh. tlie>' nccejit it. For practising, 
oven if they have got the* (i.D.A., the'v must gc't the porniissiem ol the local 
Government which is graiitCHl, as a matter ot c-omse, to a man ivho has put 
in three years' artic les and has got a di])loina. 

Q. That is heller tiian Uie Ifaelielor of (’ommercM* Degree in liomhay 
and Calc utta ? 

A . — That is only a rniversity Degree* hut the (i.D.A. (‘OVi'cs commercial 
la%v also in addition tci e*omme*r<ial accsmnting. 1 spe^ak snhje'et to correc- 
tion. My impre.ssion is that se've'ral unive'rsities lutve c'troducc'd ilie Baehehn- 
of (Vmimcrc*e De'gre'C*. as for instance* the Lucknow and Mysore* Fn i\ ersities. 
But the ])osse*ssion of a eh’gree* hv itsell dcH's not e'nahle the holcle‘r to i>ra( tise. 
whereas in the case of tiie* (Lli.A. holder who has got the diploma he can 
practise with the perini.vsion of the hxnl Government. For that the GoveuJi- 
ment of India are now trying to .suhstitute* an all-India exummatiun held 
ill Delhi. 

0. — You have no e\perie‘n{*o of Co-operative* Boards? 

A . — 1 have luj practical exporieiue. « 

0 . — You do not knoiv the .stundareJ of examinations in audit in Madras? 
Bookketming. auditing, hankitig anej co-operntion — the>*<' four every TnaiKKrtor 
of the Co-operative Department has to pass. You have? no exfKuience of 
that ? 

A. — Not much, i think Jiat the cxaminationH may Ik* of a lower Kiandard 
tiian the G.D.A. for which tho KuhjeeTM are ('oinmereial IkxiU - keeping, 
auditing, idling and cotuincrcial law. 71m pas^eing of tho examination 1»y 
itaeif does not mean much. It all de|>ends ui>on the tyi>o of !>€?oj|>lc aiipearinin 
for tile examination. 
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Q , — Suppose wo said that it is necessary for all these banking firms to 
produce balance sheets. Would the balance sheets produced by these certified 
auditors l>o of the slightest value? 

A, — The balance sheets have to l>e prepared by the accountants of the 
banks themselves and then they have to Ik? certified by these auditors. 

Q , — But the auditors are responsible for that? 

A, — Legally they are responsible. Of course the profession of accountancy 
in India is in its infancy. 

Q. — I gather from what you told us that you consider that these audits 
at present would not be reliable? • 

id, — J am not sure that we can make a sweeping statement like that. 
But it will depend upon the status of the firm of accountants. 

Q. — The firm of accountants depends for its employment on the manage- 
ment of the concern? 

A. — Yes. In tliat way they will not Ik? so independent as a Govemnient 
agency. Even in England, without the favour of tlio directors the chartered 
accountants will not be rc-elerted. 

Q. — In that way a firm that is fully established does not care whether a 
firm employs it or not? 

coui-so they do not <*are. But they have got a status and a prestige 
to maintain and so the accounts which bear their imprimatur will command 
respect. 

Q. — Th it poHsilde to build up a Government department whkli will under- 
take all audit in the course of two or thi*ee years? 

A . — 1 may tell you that the Bihar and Orissa Government two or three 
years ago when ^\^) were still more in an infant stage iisked for our assist- 
ance. They wanted ns to (‘ci tify in the case of applications under the Btate- 
Aid to Industries Act. They wanted us to look into the applications and 
certify the balance sheets and to advise them as to whether their financial 
position would permit of Government advancing moneys safely. We consi- 
deied the matter and in the end we said that we wanted some more time. 
1 think that th(\v engagt'd their own auditor. They imported an incorporated 
accountant as a Financial Advisor to the Director of Industries to inspect 
these accounts. 

(). — In Madia.s are you called in (>i\^ behalf of the Boaid of Industries to 
prepare the balance sheets of firms that supply for State-Aid under the State- 
Aid to Industries Act? 

A . — Not so far a.s I know. We do not advise on the applications under 
the Btate-Aid to Industries Act. I do not know what advifior the Director 
of Industries has got. 

Q , — You do not think or do you think that it will bo possible to make up 
in a short time? How long will it take? 

4 — Anaiigements have to he made with the Director of Commercial Audit 
and I think it is possible to build up the staff in a short time. But I do not 
know what assistance is expected. It all de{)ends upon the numlier of banks 
and the amount and nature of the work involved and whether it will require 
a whole-time agemey or not. All that is a matter of detail. Of course we 
can undertake all that work. We should be given fees for the same, regard 
being had to the time and the amount of work. But in the case of the 
Electric Supply Company in the Central Provineos we fixed a flat rate of 
Ps. 150 for each audit. They have got their own auditors. But then the 
Government liave reserved to themselves the power to impose their own 
auditor and the Central Provinces Government, liecaus^i the company did not 
show' a reduction in the rates, said that they will have an independent audit. 
But in the c^ase of other provinces, that is not done tliough the provision is 
there all the same. The local Government has also the power to lay down 
the scope of tlie audit and hence it is not necessary for us to traverse the 
wdiole ground covered by the internal auditors. 

1b. — That is the check audit system? 

A. — Government audit is much more detailed than the audit by private 
auditors. The Government auditoi's spend a lot of time on it, mu<£ more 
time probably because they are not remunerated by fees for the work done. 
But the professional auditor will spend only as much time as will pay him 
having I'ogard to the fees involved, that is he will not spend more time on 
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it. He will spend only as mncK time as wonld leare bim a fair margin of 
profit. Another advantage of the Ciovernineni audit is that it dae« not 
de|>eucl upon the tUitHdor’s favour. 

Mr, Gojmh Xfi non : Mr, llangaswaiui A>^av, you say you are entortam- 
ing chirks and awouiitmits for your work. AVhat ia tho qualiticaiiou that you 
insist upon these nien? 

A, — I do not nmke the appointments. Jt is Uie Dirtx'tur of Comniereial 
Audit that rwruits tlie people after oxuniining them. Direct rocruiUuont 
is only from people who have passed the G.D.A. examination. 

O , — For clerksliips? 

.1. — Yes. 

J . — For aveountants' posts 

, — It is generally hv pronmiHin only, Dirett recruitment is only very 
CK*f*asionaL The iveruitment of clerks is partly iiuuU» frtun tluise who have 
passed the G.D.A. and paitly from the clerks who have exiierieiuo of accouu- 
taney work in the Accountant Aienerars OlFu'e. , 

Q .^ — Your audit is mainly a commercial audit of lli(» indiLstrial oonoorus 
under Government 

.1 . — Yes. lint it dejionds upon the distrihntinn ot work also, \Ve aio a 
Government Audit <lepartnu*nt and if we go to a |»arti<-n}ar plaeo lUid 
eonduct a loial audit, then we do sometimes ninler spicral arrangemtint W'Oik 
which the Acconntant-fJcneral has ordinarily to do. 

y.'“My jioint is tiiis. Do the men itMiuited Iruin the Arsountant-Geno- 
ral’s Offu'e possess tlu' saiiu' amount ol know ledge in i oninuTcnal audit AH 
thosi' men who have niuh'rgoue a training for the G.D..V. t'«nt iheuU* 

.1. — No. But th(‘> hav(' to pass our (hqiai'trnmrtal exaniination in hook* 
keeping, auditing ami cost nig and the G.D.A. men get a training in tho 
Governnumt s>siem also, 

^. — T'or- what length of time do these men from the Accounlnnt-Generarw 
Office undergo training.*' 

/I. — Generally for one year. 

Q — That is in IxHik-keeprng. auditing ami costing!’" 

4 — 

Q . — Nothing about comnu rcial piiictii-i*. that is with regard to the system# 
hy which the dwinneritary hills are neg<»tiiited tounting house jnat'iit'©, 
etc. ‘f 

A.— Idiey are all include<l in the hook.s on <-ommercial hook-kee[)iitg. 

Q , — Tliat is vvitli reganl to atvoniits. But what ahout Cknumercial 
Law ? 

A . — Of course we do not know. In the <ase of tht‘ Government commer- 
cial concerns, very little of < omiuorcial law' i.s r«Hpiired. 

— What 1 am trying to arrive at is whether yon find the men who have 
l)een rccruitcxl fmm tho Accountaiit-<»euerar.s ()Hiic or those wlu> have 
rtH‘eived a training for one year or the mmi who have undergone training in 
G.D.A, for years, are hettei ? 

A . — For G.D.A, it is not neee.s.sjirv to study for* thre^* yeni*s, Irecaim^ the 
grjiduates can apjreiir privately and li is <mly the nndergi adutttes who have 
to study for tlireo years. 

Q . — ^The G.D.A. men also have to undergo practical training Ixsfore thej' 
take to public audit Imsiuess? 

*4. — xes» they have to put in articles for time years. 

Q . — When you train yoni G.D.As. as aecountauts, do you not insist on 
that ? 

A, — No. We are taking men at difrerent stages after pa^^ing tho G.D.A. 
O, — You do not showr any prefeieiico? 

A : — It dei>eiidB on tho supply. AVe have taken men on Ua. 120, and 
oven on Rb. 220. The Director of C-ommercial Audit dirrKjtly recruits the 
people and he fixes the pay, having regard to the length of seWice, age and 
previous experience, etc. 



6o6 


Q . — What I aani to know is whether men who have undergono a scientific 
trahiiiig in accounts siKrh as those of G.D.A. or men who have only under- 
gone an official audit training in the Ac<^ouutant-Generars Office are more 
HUitahle for commercial audit? 

A . — Some of the men from the Awountant-Cenerars Office have proved 
very suc’cessful and wane of the G.D.A, men have proved failures also. It 
all de|>ends oji the jjersonal capacity and the plastic al)ility. Some of them 
cannot adapt themselves to the requirements of the Government Kystem. 
We have got to vork side hy side with the Government systcun and we have 
also sometimes got to do work ordinarily devolving on the Accountant- 
General also as a measure of economy. The arrangement is that I do some* 
work for the Acc-<)unlant-Genernl also. 

Q . — Have you at any time had to help the Examiner of Local Fund 
Accou nts P 

A, — No, it is a s(q)arate department under the local Government. But 
sometimes the Government of India ask us to do work for the local l>odics 
also and tlien we do it. The criteiir)n is whether the lurounis to l)e audited 
rociuire any knowledge of eoinmercial accounts and only then oiir assistance 
is cuHckI in. 

Q . — Have yon at any time eiitcitained men wlio have' iXHoived auditor’s 
ceiiiticato from Government P 

/I. — Yes, we have. 

Q . — What are the different kinds of eorlificates tlie local Government 
griuits P 

A . — r do not know ahont them. f believe tliat tlu'y have permanent 
and temporary ceii;lficates. I am a hiyinan and wo are dealing with Govern- 
ment commercial concerns only. 

Q . — But yon have l»ecn asked to take up audit of the concerns under the 
Industries department P 

A . — Only till' concei ns i im by llie Government. 

Q , — Do you nu'an to say not of those concerns to whom the Industries 
dej)artment grants aid? 

A. — No. But sometimes in oiheo’ provinc(»s wc have bt'cm asked to do that. 
We do all sorts of work vliich w(' can do. For instance gtmej'ally if the work 
is of a nature foi’ which a knowledge of comnunxial accounts is not necessary 
the Accountant-General is called iii. He is generally tlie tinuneial auditor to 
Government. 

Your men sliovdd possess an all round knowledge of commercial 
accounts P 

A . — Wo have not got very many private coiiiniennal eomerns to audit, 

().• — Let vit be one. You will be asked to examine its accounts. Is it 

ruKt ? 

A.— If we cannot do that we will say w<‘ eannpt. Our duty is only to 
audit tlie accounts of the Government <*ommereial concerns. 

(Jh — AYhat we an* trying to arrivt* at is whether you tan bring about a 
system of audit which will include all the jiresent systems of audit P 

A. — That is you want to oflicialise the audit agent y of all the concerns. 

Q , — You said a little while ago that the Government has an idea of estab- 
lishing a sticiety of auditors and atcountants by statute? 

A. — The Government have got a Bill before the Assenihly to set up a 
Board of Accountancy and that Board w ill ^pen up a register in wdiich the 
names of the persons qualified to practise will Ih‘ entered and only the 
eertificuitos oi’ those peopU* whose names are entered in that i*egister w'ill be 
acx‘eptod. I believe that is the idea. 

Q . — Is it not necessary that all tlie men in your servic'c should have got 
accountancy qualifications ? 

It is not nec*e8sary that our men should l>e recruited fi’om i>eople who 
possess that qualification. Because the head of the department is at present 
a chartered accountant it does not follow^ that the gentleman who succeeds 
him will 1)6 a chartered accountant. Being a new' departmental venture of 
the. Government of India they brought out a cliartered accountant, that is 
all. 
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The Chairman ; Thei'e is no reason the head of the deparimont 

should l>e au auditor at all?* It is an administrative pastP 

A , — We had our acting DirtH'tor of CoinmerrinI Audit who was only an 
I-C.S- It is purely an adininistmtive post. If he has a knowhslgo of 
a(‘COuiitancy,. that is an added qualitication. 

Mr, Coikthi Meiion : What is the iiu^ru hy whieJi these certifieiUes. 
permanent and tein[>oiary, are issiumI l>y the loeal (iuverninent r 

A. — The numher of piH)j)le who have uot pernuineiit nndit eertiheatt>s 
will not he sufficient to audit all the tsunpanies, and so the (iovernment 
delegates the jiovvors of audit<^rs to p«H>p)e whom they ism-sidtu (pmiifuHl to 
audit. Jn England a<‘ts)unlan<*v is a free protessinn. Only now. a few davs 
ago, they iiave apjioinled a committtH' to make i ecommemlat ions for tlm 
registration of acf-ountunts. Tliere, there ais* m> many luxlies ot aeeountants, 

Q , — But most of the auditors are from llmse \vln> have passed ll»e exumi- 
nation of the Chartered Aeeoimtants oi- tlio lnet>rporati‘d Soeit*ly ol 
Ae(*ountanis and Auditors p 

4 — Tho.se are the two senior hixlitvs, hut tht»n' are j)joha}»ly 2.<KX) to d.(XK) 
nceountants w ho liave not sueh qualttit at ii)ns at all. Sapp<>si* theix' aie 
5,00C) lianks and only nhout .’X) sueh (|ualiiuxl Jiet^onatanlM. I’hen it cannot 
be laid down in the Act that all thos<* banks slunilti be aiulited by those who 
are thoroughly (jualihed men. lleiKx* temporary certihcabN will iuive to 
Ik^ given to men to do that sort of work. About 15 years ago tlio (iovern- 
juent were giving (xu t ifi< ates to retired peo|)l<‘ of tlie A<‘(‘onniant-(JenerarH 
office and those of the Buhln Works Ac< i>unts OHne and P> those whom they 
considered, Inid the lUH'essary (|Unlificatioti and training. It was sonu* years 
ha<‘lv that the G.D.A. <*\anuiiat i(m was instituted and iwen then they hatl 
to gruTit temporary cert ilicate.s to niuniabtied j)eop}e. With legard to the 
(jualilications of person^ with tmnporury (ertiticates and permanent certifi- 
cates they are tlie same, only the temporaiy is granted foi' one year and 
the permanent for all time. 

Q . — A G.D.A. candiilate after he has passed tlu' exann nation and after 
putting in three years’ articles under a qualified aitonnlant and auditor ]» 
eligible foi' a pennaiwmt eertiH<ute, I suj>p<isep 

4 — y matter to he einpiired into; 1 am not iiwaie of it. 

(J . — Apart from the (i.D.A. examination (here are examinaiionM held ui 
hook-ke<*ping, hanking, eonunercial law. etc., under the (oo'erimient tedinic'iil 
sduune. I presume you are iiwaix' of itP 

.1. — 1 have heard of it, 

Q — Y<»u know’ the Institute of Ct.nnnH‘ree in Miw-lias is tiaming eundidaU*H 
for the G.D.A. examination and the (^oviuuuuent IVxhnicul KxaininationHp 

.1.- Yes. 

Q . — It i.s po.ssihle to widen the scope of that institute!'' 

4 — \ot for llio sujiply of aeeonnlants for tin? various Ciovi^rninent 
departmentji. The rtHiinrements of the (iovei ninimt are entirely diffment. 
That training can only he given in an aiulit oflht*. I fhj md think that 
this .school will he siiilahle f<u' providing its in its tor tlie Accountant- 
General’s offictv 

— That is because the Government system of ke<*ping accounts is not 
taught there? 

A— Yes. 

What 1 want to know ft whether we can gel an institute where 
almost all acwuntantH and auditors can fa* trained upp 

A . — I do not think wo can have that. I'he (iovernment Accounts dejiart- 
meiit cannot look to this sourr^e only. The officers of the Indian Audit and 
Accounts Service are not recTuiUxl from chartered accountants. Men are 
recruit€*d in ojM?n competition and then afterwards training is given to them. 

Q — I mean is that cannot we give a course of training in theory 
and if possible iu practiw in an institution Indore the men are taken up 
to the office? 

A . — They can only get instruction in theory in commercial lKMjk-k<#eping 
and not in Government book-keeping. 

Q , — Do you think the Co-operative department is part of the Govern- 
ment ? 

4— Yes. 



Th^ auditors wbo work there are trained in matitirtai? 

— 1 do not know. 

Q . — There are now many inf^titutes started to provide men for audit 
in the Co-operative dopartment. Is it not possible to train men similarly 
for the Aocouiitant-OeneraPs offire or for the Local Fund office audit!* 

A , — 1 do not know. My opinion is that it will not work. 

Q. — Siipi)ose tluH Committee nHonmiends that not only the joint-stock 
banks but also indigenous banks should be audited by trained auditors we 
want men to be trainc*d to carry out such workp 

*4. — Tlmt can be done. 

Q . — If that can hti done why not for every other jiurpose, including 
Government audit 

/l.—Liovernment audit hinges on Government administration and Govern- 
ment policy. The scope and ext^uit of audit and the volume, etc., are all 
now in the melting jiot and liable to fr(M|uent changes. For example, the 
Government have now got on hand a seliemo for the .sej)aration of audit 
from accounts. The particular system of training given in the institute in 
my opinion, will bo of no help. The la^st training a man gets is in the 
ofiieo, 

Q . — Is it your o]jini()n that the Institute of Cominer(‘e cannot ho Used 
for that purpose? 

/I . - -Cojurnerco is different from Gov^eniment accounts,, if the Governinei\t 
have an institute of their own tliut can bo done. 

Q . — I do not want that particular staff to teadi, other staff can he 
reel ui ted. 

.1. — We have now got several kinds of accounts, postal accounts, railway 
accounts, military accounts, telegraph a(‘co\mts, public works accounts, civil 
audit, local fund audit, etc. Teachci-s will have to b«' rt*qnired for all these. 
Then Government records also will have to ho brought in and 1 do not think 
that it will he a very .successful venture. 

3. — Who now controls tlie joint-stock companies’ accounts? 

1, — J helievi* the accounts a?e audite<l h>- (jualilied auditors and the 
Registrar of Joi!it-Sto<*k Companies files them. 

Do you think that it is satisfactory? 

d. — That depends on the i)()Iicy of the Government. 

Q . — Do you think that men with eommorcial knowledge and acquaintf*d 
wiili book-keeping and commercial practice are necessary for checking these 
accounts? Do yon think the Registrars i»ave not got that knowledge? 

A . — The Registrar of Joint-Stock Companies Avill l)e able to say what 
scrutiny is exercised in his department. 

-We want trained men to scrutinize balance she(*ts in his office? 

-That is not audit? 

< 3 . — At least it is considered to he audit. You want men for* that purpose 

and they must bo ti’ained somewlieie before they are recruited for that sort 

of work. Do you not think that such trained hands should be attached to 
his office? 

A. — It depends on the degree of eontix)! they want to exercise over 
private concerns. If they think that the^ concerns are all nght they (;an 
leave it to themselves. The legal liability of the auditors is there and that 
is enough. 

Mr. Thomas: You spoke of the separation of audit from accounts. Has 

not been put into operation in some provinces? 

.4. — As an experimental measure it has l)een put into practice in one 

province. The Central Government have already carried it out in some 

departments and it has been introduced in the United Province® also. 

Q. — Has it not been started in Madras? 

A.— No. 

Q . — ^Have you had any experience of audit of joint-stock companies either 
in this Presidency or elsewhere? 

4. — have had no personal experience. 
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Q , — In spito jof auditing; <'nrritHl on hv rortifuMi avulitor» cafie« of dofaU 
ention have been taking plai'i' and the auditors were not able to discover 
them ? 

.4. — ^Ye?>. We have read in the |»a|>ers the east' of the Bengal National 
Bank and some years ago there was also the defalcation in tlie Im|>oriAl 
Bank of India, Madras. 

f — What proposal would you make to remtxly thatP 

— Even in Govi'ninnoit eoiuH'rns iliere havt' he«:'n cases of failvire of 
audit, hut it de{K»nds on the fre<pieney of tliese failures and also the mugni> 
tilde. If the Government want to lay down a policy it i.s open to them to 
institute a super-audit of their own m addition to the stalntory audit which 
is now required to he condiicled l)y tpialihed auditors. 

Q . — Is the provisions now contained in the Indian Companies Act autficient 
to secure tlu' interests of the depositor in the joint -«tock hanks P 

.1, — I eannol give a per.sonal opinion, becanst' I do not know how far the 
failures of audit are isunnion. 

Q — From tilt' ease ot ilefau at ions that have conu: to liglit. it is clear that 
the present system of audit is inadeuuate. Is that not st>' 

A . — Possibly more stringi'ut inea'^un's for tightening the (‘ontrol are 
iie(X'H.sary. 

ffl. — How ran we etfis t it with k*ast expt'ndituri' to Government V 
.4. — Of course, it will 1 k‘ expensive hnt the cost may jirohaldy he riH'overf'd 
from those hanks or auditors. 

y.- Would it he possihU' for the lota! (lovi'rnment to have its ow'n 
auditors or gi't llie help ol tlie auditors ol the ('mitral Goiern iiient P 

J - — It is a matter to lie (onsulmiMl. will hc' willing to tuki' it Up, 

hut that is my personal opinion and I do not llnui'hy eomnut tlie Director 
of Conmiermnl Audit. Hut it is a ipicstion whether it is advisahU' tor the 
Govi'rnmmil to undertaki* tlie h'gal responsjln! it y . Supposing tlu' Govern- 
ment einjdoy a staff and th(\v do the audit and il any didatcation has ota iirred 
Wf' liave to consider how far tin' (ioverninent will h«' legally re.sponsihle 
for the defalcation. That is an important point to he eonsidererk 

Q . — So there are risks in the (ioverninent undertaking this workP 
.1 . — Cei tainly . 

Q. -AVhat othm agenc\ can undertakt* tins audit? 

.1 . — P<‘rha])s foi' some time until the lev<-l <»t ienev is incri'ased prolo 

aldy some kind oi (io^ (M ^^^ml^ int«-rvent ion is desiralee. It is advisahle for 
a feW' >'('ars. sa\' for ten yeais tor the (io\mn!nenl lo haV(> some sort of 
supervision »it the audit. 'I'Ik* l<*cal (io^'m■mllent nia>' liaie powm- to TiMpiiro 
one of tlu'ir (pialitied auditors oi' another auditoi' whom tlu'v naim* to con- 
duet the audit once ni two «)r three yoars ami fm tiish them a report Oft to 
tin' hrinnmal state of the e*>neern. 

y.- You wi're .sj>eakmg sonietliiiig ah<ml tin* training of th«‘se tindiHirs. 
Is the present theoretnal fi‘aining given to tin* students oi tho G.D.A. cla.ss 
siitHeient ? 

.4.-' -Vi'S, tin* theoretical training given is good miongii and eompares well 
with t}>at ol the I m orjioraf ed AecountanUs and that ot t ht‘ i liartered account- 
ants, 

Q . — Is it jiossihle to have a higher kind f»f eommertial trail) ing. nay a 
(arefnfly drawn-uj) B. C'om. <onr5t'? 

.4. — Tln> B. (V)m. degree is noF an all-lndia ^iegim* and tlint is wdiv the 
Government are just now thinking oi .setting up an Aeeounlaney Ikiard. 
Moreover, iu the B. Com, <h*gree lliere is mnefj that is not <|UiUi necesHary, 
for the aicountant. 

Q . — With regard to audit of accounts in the vernacular do yon think that 
there is any difficulty^ 

A. — No. At pro'^'nt ^ /oks kept in the vernacular are being examineil 
for income-tax asse.ssnient. if the acconnlx are kept in Gnzarathi then they 
appoint one Guzarathi to scrutinize the aceounts. But that is for carrying 
out detaileil audit. But if Government are going to restrict the scope of 
their activitic's and conduct the audit from a broader point of view natnoly 
seeing whether the reserve fund i« sufficient and so on then there ia not 
80 much necessity for persons knowing the vernacular. 
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— What are tho <liffererit kinds of audit? 

-There is the ineehariical audit and the higher audit. But the auditor 
is not an insurer. Because' he has conducted an audit it does not follow 
that the hooks are )K*ri<^ct that there is nothing at fault. 

Q . — You have some ideft as to wliat kind of audit is now carried out by 
tho certified auditors? 

4 — I have no idea. 1 liave also not carri^Hl out any such audits j>erson- 
ally. Most of the well-to-do hanks havc^ auditors of their own who conduct- 
the internal audit and the statutory auditor comes and verifies wiiether that 
audit has l>een done well, verifies the halaiwes, sees whether the securities 
are allright, and tlieii certifies the balance sheet as <-oiMect. 

Q. — I suppose you have audited the accounts of the Kerala Soap factoiy? 

A . — Yes. 

). — What do you think a))out its j)r()pects? 

1. — Its business can la; exteiKknl if the (Government will encourage its 
otlier dej>ajtments to place* tlu'ir oi-der'^ with tln'in, 

(J. — C'ould the cost of production he reduced? 

A. -If tlu^ outi>ut is inerea.sed, then the cost of production will be less, 
the overhead charge's remaining the samo. Fhey aie‘ not turning out at 
j)reseni thc' maximum economic outj>ut. ) hael latm rc'ceujtly tliere and 1 
found that tlu' ordc'rs were^ not suffie*i<‘nt loi full work. If then- conhl get 
some more orders then it will work ve'r^- sue-cessf ully . 

The (Jhairnidii : If otheu di 4 )artments could geU tlieir own soaps from 
sejinewheie^ edse at a cii(Hi])eM‘ raie‘? 

4 — PGven tlK'H it will pay tlie* (io\ e‘rnme*n t and fhos(‘ fleparinu'nts lo 
buy from this soa{) factory. 

Mr. Thonids: If the Calicut Soap Institute* cannot sell soap as clieap as 
oilier concerns then it means eitheu- tliat the manngemeuit is not so efficient 
or that soniee (external comhim* is dumping its .soaps Inux*? 

.1 .----Possihly . 

Q.' -Looking into the ace-ounts ol the* conce'in do you think tlmt its 

l>i()spects are good? 

.1. — Y(^s, il the>’ can s<*cnre‘ more* ord<*Ts. 'I'liat is cleai’ from tin* accounts. 

T/cc i Ti(thin(> n : Have* vou arn e*Xj>e*ri<‘nce* of the soai» trade? 

A .— No. 

^Ir. ThanidS : You are only speaking from tin* (‘xamiiiation of accounts? 

I — Y(ss. The figure's show that last ye*af' the* .soaj) factory made j>i*ofit 
on a(‘t‘oiint of the oi'de‘rs from the* Military I)ef)artmenV But the figui’es 
after tlmt show that there* is a loss. 

Q.* — vSuiJi]Vose tho (iOV(’rmiK*nt se*lls it off to a joint-stock concern. Do yovi 
think that“*it e^ftn tlu*n lu* l un more t'conomically ? 

.4. — That f do not know . Piohahly then a manager can ))e had for a 
clieape'r rate of })ay and tlie }>i'ivate company miglit he able to do with a 
.smaller salarieal stafl'. Again the* (Jove*rnment have* got to ])ay pension, and 
Government have ge^t their own policy in re'gaiel to tlu* pa>’ and allowanex's 
of the non-gazetted .staff. Piohahly a private man would not have re^gard 
to all these considerations. There may he* certain factors whicli make Gov- 
erninont management moie expensive. 

(J .~ — In Togard to tlie fisheries? 

.4. — 1 have no personal knowledge, it'ttas done hy Mr. George and I 
had no occasion to go through the figures. 

(The witness tlieii wdtlidrew.) 
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Friday, 21st March 1930. 
MADRAS. 


1 ' U K S K N T 

Mr. H. M. Ho.. I., l.t.S. ( ( lnut innn). 

Mu. 1*. J. TllOM^^. ll.l.JTT . ru.lj. 

Mr. (’. Goi'ala Mknon, M.L.r. 

Mu. H. F. IV Heausc^n, m.la. 


M.RRy. V. C. RANGASWAMI Avargah B.A., and M.R.Ry. Rao 
Sahib V. KRISHIfA MENON Avargal, B A, Central Urban 
Bank, Liiuitcd, Madras. 

Oral evidence, 

Thr ( 'l(fi ( I tiKiii : W liai in tlu' olijrcl ot tlu* Madiits (riitiai Irlmii Hank r* 

.1. — It In to cn-ori 1 1 na ti' tiir luiids (>1 tin* aiul to Im ilitutn crndil. 

(jk d t is tlioro in tin* iiitorrsi'. ( tin* iim'IhIm*! > o) iho ( ()-«»j)i'ra I j\ r sorictii'N. 
ttiiil. .stuti'ini'nt not tairr 

1 — Yi*s, it i*. in tin* mivrrst^ ») tlu* co-ojk i a toj 

(^. F'iiln'r rural or uriian." 

.1. --Lar^ol\ toj- rural. 

— At pro'^oiit tlu* ini.sinoNs that it o. lUnn;^ i- pnndy roiMoving (U*|M>.sita 
and Kivin^ loan to tho diNtiicI l)ank's and imidont ally ^j;iv(*s loan^. to tlio indi- 
\ idual .sha ladioldtUN on tin Noonrits ol l)n‘ir >har» |s that not 
A. — d'o llio siia rc'lioli fo: and d(‘j)osit ors. 

It In not doin^4 ai lnl^llH‘N.', on d i •.connf lulls,-' 

.1. — Aot at. jiri'Noiit. 

Any .NU^t^< 4 g>tioiLN that it slioukl 

.1. — For .Nonio tiino past, it }ia> kron snx^toa<*d l»> lo lln* iioard oj 

nianngoinont, Inu tlioy liavo not i-onsidiMod tlio proposition. I lvt!> tlunJk that 
in view ot tin* t.nl that tin* Hanking FiUjtmy ( onmiittoo iN jsdtuVp; and that 
1110 (A'litial Jianking Kn<pm \ ('onimittoo n dl als<i go into tl^js mattor, this 
bul.ijoot ho postponod tor N«>tno linu' ponding tho ( 'oinin itt oi-’s i rroininondat ions. 

At the la^t mooting ol tlio Dirootors, thor** \^aN a jn-oposid ol oMonding tin' 
?i('op(* (jt tho husinoss <d tlio hank ami it nas }iroj»f>sr'* ilial tlio hank .slioidd 
advain.-o niuno.\ on orojiN. Init tin- propo>ition as as \<'t(H*d. IIx'K' is a n also tin- 
proposition by ono of tiio mondKOs ot the Hoaril .-iNkiiig ioi advjin<«*N hoyori<i 
tho hornnv ing oafiaoit^ in lai^c’s vs hoi t* nioni<-.N a n r ads anrrd on Nn urit^ ol 
<*ro|)N ainl tlio iniitior uas ulniod to tin- HogiNtrai and tho Hrgistrar said 
that at jiroNS'Ui it vs as not i i>#tt« 4 ^iplat od that tho oontral hanks siionld Im* 
[>ernHtted to lan rovs' lK*yond tin* bprrovs mg lim'it to timulaU' holding of orop-. 
for lavourahlo pricos. 

Q . — When \uu sjioak ot adsam mg on cropN vou uieun pi'oslmr m godosvn 't 
A. -Ws. 

At prONont moNl of tlio icnlral hanks liavo a fairly eonsidoj al/lu jnargin 
oi )>oi*ro\ving power!-' 

A , — Tho qiu^tioii s\a< rai*.(‘rl hy tin' FJloJt- t'entral Hank. 

Q , — But tile hoifowmg |»ov\rr of (lie so< irty dj>a[ipoars sshrii tlir produeo 
is put into the actual possession ol tin* h^iidei r' 

4 — YoK. That is the tenor of the < in ular of the Hegrstrar. My recol- 
lection of the discussion that took place was that tlu* Uegistrar said tliat the 
Central Banka should not Ih? allowed to boi ow l*eyond their muximum capacity 
even if sm-h Ik)i rowing vs as on the pledgs* of pnxluee stored in godownn 
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O. — That IS ret ogtiizc*<l a iegitiiiiate agrieulturai co-operative business P 

A. — Yes. Jt lb beeonimg more and more apj>arenl that during c*ertain 
soasons oi the year largo amounts of capital get concentrated in the hands 
of the provincial hank and it is found that there is no pixifitablo inetliotl of 
investment for this large capital, and the only source that is available is 
either to deposit it with the commercial banks or to purchase Government 
of India securities. But the unfortunate [losition is that Government secu- 
rities are declining in value so rapidly that the i>rovincial bank which has 
invested a very iaigo proportion of its working cajdtal in Government secu- 
rities are being put to tlie necessity of writing down very heavily on its’ 
eapital holding. It was lonnd on tin* MOth December Il>29, when it had to 
value its assets, the amount of depreciation on Government securities worked 
up to somewhere ncai lbs. 1 laklis. 

il/r, ThonidH : Out of a total of P 
A. — Uu[)ees 68 lakhs. 

Such Iwing the casi* 1 tliink it i'' l»ut icasonaljlc that the pro\ incial hank 
should find out other nK‘tli<HU and means ol investment ol its funds for 
short periods so tliat it may not mitail any loss upcm tin* large amount of 
capital it lias got to collect to cany on its li‘gitimatc business of providing 
hnaiK‘0 to the various co-oj»erativc organizations. It is ioiiiid, J am speaking 
suljjeit to correction, in tlie Nordom Hank in Moscow, iliat institution is 
permitt<*d to discount bills and cnt<‘r into foreign tiansactions for and on 
behalf of tlie co-operative institutions that arc alliiiatcd to it. 'I'hc}' sent us 
some of their le ports a coujilc of yi'ars l>ack. 

Q . — But do you suggest that Moscow is a good model P 
iilr, Raiujaswaiiii : J>et it not be judged liy the political conditions 
existing in Bussia. It lias been admitted on all liands that (*()-o])eration has 
advanced very largely in Soviet J{ussia. 

Mr. Krishud Mviam ; Wlnni the ({uesiioii ot the extension of tlie activities 
of the C'entral Hrhan Hank was considered at tin* last nu-eting of the Directors^ 

1 W’as OIK' of those \\lio ohjectiHi to any expansion. Jt was pjoposed ki lend 
on any secuntjos hut I was against it. It is mg so much inone>’ that is 
required hut a proper ss.stein of jinancc. riial the pit'scnl system is had liad 
been found out dui ing tlit* last 20 ycais and from our cxjicrieiice of that some 
altei'ution is reijuirod. With regaid lo the s^•steui of iiiiancing agriculture, 
the mere creation of societies for lending without any legard to the object 
for which inonc\\’ is lent is the real (aiise of tin' troulilte Half of tlie loan 
if not more is utilized for tlie payment of juior debts. Xhis portion does not 
bring in any increased croj>. What is wanted is the out^ij^ or income from 
the land should be iiu-reased. The whole of the money tliat is at present avail- 
able in the ^o-o[)erative banks would Ik* exhausted if wo had financed the 
crops. Er^ ito)|- J do nut think all the district banks kmiw how to finance 
the crops. 

Q , — What IS the period of tJic year dining wliich >ou sa\ tlie funds an' 

idle P 

Mr. lUnigdsinnn [I \ .1. — The agony starts in May and goes on continuing 
till Octolior and oven Novembt'r. What iiapjiens is during tlie busy period 
about November oi’ J)c('eml>iu- thme is unprecedented rush for money. At 
present there is an unprecedented demand on tin* ])rovjnc'ial bank and .since 
Novoniber 11)29 we have lent lis. J5 Inkhs, 

Q . — It has been borrowed to pay the sowcai P 

A I find that a IBood portion of it has gone as loan against produce. 

Q . — It means badly in need of money and he cannot hold the 

produce unless he has money 
A. — Y'es. 

Mr, Gopala Menon : Through whom have you lent that Ks. 45 lajjihs.^ 

A. — Through tlio district banks. Owing to this demand our- resomroes 
have been strained to the extreme and w’e hav'e trenched even upoii-our fluid 
resources. 

During the months of June, July and August when the ryot requires 
money during the sowing season the borrowings from the Central Banks are 
not good I 
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Q, — WImjh thii> money going vo repnid? 

A. — Repayment U* uh starts in July. There in tirst the milection to- 
ward±» the close ol the ts^ipemtivt* year. Then ix'payments come in stea<lily 
80 that in August we hud ourselves absolutely submerged in surplus. 

C- — That is at the time the ryots aiv taking eiiltivatiou loans ^ 

A . — (ienerally it seems to me that tiiltivation loans are small in volume 
when eomparcKl with the amount renuiretl during the busy season ioi advance 
^ng on crops and for puyinont of kist. 

Q , — Why is that r" 

A. — Cultivation expenses are not heavy. 

^ Mr. Krishna Mtmm : 'I’lie whole system iil loiig-ierni loutts must 1 h> knoeked 
on its head; we cannot affonl to give long-term loans at all, The moment 
a new s<x’iety is started people must be educated to take only short-term loans 
and they should be clearly told tliat aim>unls will l^e lent to them lor culti- 
vation expenses only. Now they takt' very litth' loan from flu* ^H>-opMaiive 
banks for cultivation expenses. 

Mr. Thianas: What are (lilt ivat ii)n e\])cnsesr 

Mr. liainastranu : A. — K\j>ensos mcni red loi pnrdiase ol sc«‘(|. lor plough- 
ing, and for manuring. In somo distrii t.s niotu'v rs alst) bA>i vowed lor purchn.si' 
of cattle espccjally winut* there' iN^itl iriigalion. ulien cjitll*' are' dianged 
almost evci'v t\('o years. Some cr>oly laU)ur when migaged has to be* paid and 
this payment may lie induded in cultivation i‘\[K'nses. 

Q . — At tlie harvest the eit>p g«M‘s to the i reditoi / 

A. — During the period iKmi ,lamiarv to Marth tlnns' is vei\ heavy 
demand lor money, ddu' har\est is gatlnniHl dniiiig 1 )t‘(sn!ib(‘r and January 
and sometimes it goes on in Kelnuarv also. lb*opli‘ want to mak(‘ a iiigher 
profit by sale of their produce and they liki' lo liold np tlie proilms* id) July 
or August \\ hen the |n i( (' of jmddy is at its miiMinnm. jiul tin* t ri’ditoih 
will 1)0 pressing them tor money on the thrashing floor and it is for meefing 
that demand that they very largely borrow inoiu y . 

For wbal pm'pos<*s are tliey Ihu rowing money r 

A. — d'o liold tiic^ produce lor a b(‘tt<n juice and pay tli(‘ men from ivboni 
they have borrowed. Drobably Its. Jo is (lie amount that will be tin' cultiva- 
tion expenses tor one acre, but 1 am not (juite siiif*. 

The ( hail man: Am I right in say ing that in the co-ojjerati ve bank tlic 

agriculturist is not abk^ to get the money exactly at the tunc it is wanted r' 

Mr. Knsh na ; .1 . -- Tin re is a < (‘rtaiii amount ol delay*. 1 imt iii the 

root of tlie wliok' trouble. 1 in* c<>-op<*ra tl^ (‘ society is (ompos^Hl of a f<m 
well-to-do jieojile and some jiooi p(M>i>le. J’he lan iowing pow('i of the ^(X’iety 
may* bo Us, t<> its. .b(i)0 and it is icry seldom that tl^ |>ooi* euitivaioi 

w'ho is a member geK somi* money. Setondly tln‘v do not get it in time 

Ixx-ause they get loans omc or twice or three times a year and that never 

goes for cultivation exjien.scs. 'I'lic natiirt- ol the loan j)r<s Imb^s itti fxdng 
used for cultivation exjiens(*s W’heinncr Iht'y want they must get tlu; money 
lor cultivation exjumscs. d’hat is iinjiossibb* undci' the e.xisting condit ion>i. 

There must, at the same time, be .sonn (‘ln‘(’k (m then* borrow iiigs? 

A.' — My idea is that all their prioi debts should remain Ixn aiiso we eaufiot 
clear it altogetliei*. 

Mr. Thomas jfiit tlu' interest on old cU'bts is heavy . Von mnsi convert 
such debt at a higher rate of interest into a new at a ioua^r rate, is 

it not ho? , 

A. — Wo will lend them only from 2 to d years nKmt. 

Q . — You say 2U times the land levennc* is the debt of an agi i( ulturixt and 
1/lOth of the produce is the land revenue. How many years will it take for 
him to puy off that del)t P 

here th*' w lio.. of the produce cannot l>e utilijicd for tlie repay- 
ment of tluit debt. 

Q. — It amounts to ilii.s then ; the land moHgage banks are needed to enable 
ryots to repay their loans, for co-o^wsrative loans should be iitiliaed for ftnanc* 
ing present produce and not fo» repaying old debt? 

A.— Yes. 
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Q. — Bat ib thert* no differenco )>etweeii a prior delit which can Ikj repaid in 
2 or *3 years and other prior debts which wj]| take uiaiiy years to clear K 

A. — That is a different matter, what 1 mean is the prior debt that has 
been accumulating for ages. 

There are gem‘ra]ly ihrts* charges on tiie crop. The first is the culti- 
vation ex|>ense, .s<‘coiidly there is the living ex|>eiiNes of the agriculturist and 
his family and then comes the other debts incuired. 

Q . — Alter paying interest there is nothing left for the vyoiY % 

A. — In most cases it is so. 'I’ake Jor example a ryot having a dei>t of 
Its. 500 and owing three acixs of land. He gets out of it a net income ot 
Its. 120. From this he lias to keej» himself and his family going thnmghout 
the year aiul has to pay interest on the loan as well as redejiiption charges. 

The Chdinita n : Tlii‘ general jnxsition is t]ii> . the (<>-opej alive hank can 
lend a certain amount of loans lor liv(‘ yeai.^ j»rovided an equal amount is 
lent on very short terms. 

A.- Yes, that is a cominomise. Kveii to that limit it lia> not l>eeu worked 
out in the inteiior. 'I’lune tin* societies have not hec'ii eilueated to realize the 
value of short-term loans. 'I'here is tliis difhculiy; suppose a ryot has taken 
money from a sowcar. How lie lo disentangle himself fi-oni that man in 
order to go to the society. ^ 

Q. — it is a vicious circh* and \ou do not know ulnni' to .start cutting y 

.1. — Yesj exactly. 

d/r. Tliandiif : But unless you somehow ledeem him from this pie\ iuus dehl , 
you are not going to achieve mucli!*' 

A. — Unlortuna t<dy if yon caicinlly .inalxse tlu‘ position .*{() to 40 per eenl 
of the people cannot r(‘de(:'m their old dehts. No system ol crt'dit wifi hc^ able 
to redecmi tlnmi from thosi* debts. The co-o])t‘i at ivc so<>i(‘tit‘s also w ill not he 
able to take it, 

Tlia Cha i I niiiK : 'The [mint is this. Is thcic any indication ol the iuiuls 
l>cing more used l oi- slu)i t-tc*nn jnirposcs i" 

iMr. Krishna Mtnnn : ,f.--W<‘ must cntir(‘ly icnio\c' the possibility oi 

horrow'ing for prior debts, i’ho h^-laws must ix.* changed altugctln.*!* . ii not 
they w ill ahust* ii. i'his money cannot la* utilized loi' that pin pose. 

J/r. Thonuis: Is it not pos.sihle to classify old dt'ht.s as easily ledeemahle 
and tliosi' not so re(h‘emahle r' 

A. — if the crop is [iletlged to a [iiior debt, by all incuns that debt can he 
redeemed. But it cainuot he so in the case of an accumulated debt ot 30 or 
40 years. 

(J . — At .an.N rate small debts recently incurred may he taken o\er by the 
co-oporativt* soeietievs 

A.™Pi 'ovided the debts can l>e ch*aif(l in tin* sueco<*dmg \<‘ar. 

--Sui)j) 0 .sing tin' co-oiiei at ii e society asks a rvot to ri'pay a loan in ihiee 
years, the proiluee being taken by tbi* eo-ojn'm live socii'ty which bells tiie 
same [lays itself and jiossddy kist and gives him the fialaneej" 

A , — Even that can ho done to a lertain extent. But it is only as a (oni- 
j)romi.so I say. Tlie correel and the ]>r<»[>er thing js to advanee on the cro[>.s 
of the present year. If under the circumstances owing ti) failure of crops 
due to want of rain or other nnavaoidahle causes the amount wuld not Iw* 
realized from the ei'ojis tlieii tin* [leriod may lie c*\teiuled us a compromise. 

ilf r. licnujasivain}/ : With regard to ibis cxiiestion of long and short-term 
loans the voice* 1ms got to he lieard tliat the co-ojmrative .societies have got 
to finaiKX* tlie ugrieulturist for his agricultural industry and tlie demand here 
is not only for sliort i)eiiocl loans hut for loans for intermediate periods. For 
instaiu*e the [lurchase of cattle is an absolute necessity and in diy areas like 
duddapali a pair of cattle purchased for Bs. GOO will lie of no use after 
the first two >earb. in such cases the ryot has to he advanced lis. 600. He 
would not find it possible to return the amount iu one or two years and so 
you have to give him a long-term loan for four or five years. That question 
always arises iu plact^s where heavy amounts have to be spent for the pur- 
chase of cattle. Without the cattle they cannot raise crops in very many of 
these places and the deterioration of cattle is due to the special method of 
using them for lifting water. 
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3/1*. Krishna Menon : Half of tho trouble arises from the deter iorat ion of 
rattle. The normal i>oriiHl of usefulness of a pair of bullinks is 18 yenrt* if 
they are properly attemUHl to. lint now the aveia^ie is thnn^ years in the 
interior. All these aiv ef'ononiic tnmbles whieh make tlie ryot insolvent 
practically. Half the numher of fumilios in Malahar liavt* U'en nniuHf hy 
the jiurchase of cattle in ihe last fiuir or live years. 

Thr ( hairmitfi : h\v. Menon, <*an yon sn^x^est an\ improvements 

.1 . 1 am an extremist m ii'jiard te thi.N. At presiuit tlu^ possjhility of 

horrovviiig is so wide ; hut we must curtail tlu' pv»\\er (o hon o\v and must give 
the lirst chance for crop iiroduction. 

(t>. — There is the difhtulty of getting nion<\v (piukly. How do yon pi'opose 
to get over that? 

A . — At present all thesi' iminey-huulei's m the interior get the (uops on 
pledge and are able to r(‘aliz<‘ the money. In the same way we must also have 
a legal hold on the' ero|». Now. for instanco, h't us take the ease of a 'iviety 
which is newly startenl. Tliere is no use of lending Hs. d.tMX) or 11s. I,(KK) in 
one lump sum. Tlu' new society can lu‘ givi'u a eash eredit to Ih‘ utilized for 
lending to nu'inhers lor tin* proilmt ion crops. iiefore the memlK'rs are 
admitted llu'ir normal reipi ir<*menls for tin* production of crops are to lie 
ascertained and regist<‘re*d . 'I'he pam haya tdars of socii'tn*s should mei*t tluvse 
rtH(uireun'nts from tlie cash m<*dii without waiting to g<'t luiuls through foiiual 
loan applications, 'f'he hill aimnint ol cash crsMlit may he se'ciirt'd liy society’s 
pro-nott‘s. 

3/r. I^amjasirain i/.- Yow lia\«* got to divnh* the Ixu row ing powe*r of tlie 
society’ into tw’o watertight ( (>m))ai t mt*nf >, one tor lime loans and oiu* f'lr 
cash (rodit to )>{» a\’ailjihi(' v In'iu'xa'i it wants it. That <d (‘oinse prt'MippoHes 
l ery cari'lnl supcri’ision and prompt (sillec t ion . 'Dn'ia' must )>e some ngein y 
to s(v(» that the amount > arc collected on the due dati's. 'riieic is ahsoluUdy 
no i net'll on the part of the ryot to r(*tuin tlu» anuaint on the dut' tlaie. 

Mr. Tfi ijtnus : What is the ag<'nev that you an* tliirdiing ol for tlu* tollectitiii 
of the aimiuntsy 

A.- -.A well-paid elfn nml agency. What dot's the sowear do to gt't hack 
his money? He waits till tlu' tmio of tin' harvest and then thi'i't'- is his man 
on tht' spot to rt'alizt* tin' money . So also we must have a well-])aid (efficient 
staff whos(^ duty it will he to go to those j)laees at tlu' limt^ of tlu* harvest to 
vt'Jilizt* the money . 

Q — ^Yoti (iinnot ask tlie ryot to sell the pUMliiee immod intt'ly it is liarvest- 
etli Will tliat not nuain a loss to liim? On the (Uher hand should not the 
co-operative ,'>oci(*t.v h(‘l|) him to hold out liis and .'^ell it at the higlusst 

uvailahlo price? 

3/r. Krishna Mvnati : I will tell you in regard to that. Of tlu* (XiO societit's 
in Afahihar only one society has empl^»yod this nn'thod su(‘et‘ssf ully , The 
moment a sca it't.v was formed for selling arecanut. liie memhers ]>aid all 
their arecanut in tinu* to tlnit so<’iely. 'I'h<' moment it is transfeiied to the 
loan and sale society tlieij’ loans are f)i a< t icall v cleared, d'lu* loan and sale 
HfK'iety send the firoduce in its own tine* tin* different phufs. 

The ('hairniun : Mi'. Uangaswami, you w<‘re suggesting that tlie work of 
the society should l>e divitled into two departments, one for cash <’redit and 
the other foi’ long-term loans. ffiit 'ash credit iiMpli<*s tliat tlu* hank hn«i 
always to k(H*p that casli available? 

3f r . Kan fja sv'o m i : Qu i te so. 

Q — What is the <‘xUmt of tlie cash credit? 

A . — It must he a full year’s rtHiuireiuents for the whole socic-tyg 

Q. — But the department was suggesting that it should only tliKo or four 
months’ credit and you have to take a rougli estimate of rhe requirements of 
the next throe or four months. Will that not dof" 

A . — It would not w’oi i very great hardshiji. 

Q . — According to yonr suggestion the amount of money which the central 
bank would have to keep in a fluid coiiditifui would lx* .a very large amount., 
la that not so? 

Mr. Krishna Men on ; But the cevrrect method of cash credit requires that 
the moneys must he corning hack from the societies t^> the district bank 
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0. — It ijA questionable whether there will be enough money with the central 
hank to meet the whole demand ? 

Mr. UanfjdsanHi i : The amount rtniuired will Ikj very large and there will 
1)0 .s^)nie strain. 

Q . — That was one of the imi in reasons that induced um to put forward the 
other suggestion that the societies should calculate their requirements for the 
next four months and get the amount n<H.*essary? 

A. — In the case of the commercial transactions theix) are the same difhcuh 
ties hut there they are ahlo to get over the* difficulties. 

Q . — Their business is much more cut and drj'. They can foresee much 
more clearly and giv<‘ loans only on c-ertain securities available at the time. 
Is that not sop 

Mr. Krlshud : There th«,‘y deal with the (piestion of marketing and 

transporting hut in tlie case of the co-operative society the question is more 
in regard to prcxl action . 

Q . — In the caw^ of the co-operative society am 1 right in saying that you 
are lending money on every <*onc<ovahle paper in all seasons of the year? 

A . — Tt all dep<*nds iqum tlie total Vf)lnine of pnKlnce, It is verv easy to 
a»4cnl ate the ro(juir(;inents of the ryots if we had l>een very careful in starting 
the society. 

O. -Tlealiv you (an ke(‘p tluun within their normal requirements? 

A. -Yes. ‘ 

Do you think it would he j)ossih]e to work up tlie business of short- 
term loans by proper cah ulation ? 

A. — Yes. Hut unfortunat(*ly we did not do the corrcH-t thing at the begin- 
ning and til at is the whoh* trouble. 

Q . — I take it that the husin<*ss in dis(‘ounting hills in provincial hanks is 
somewhat easier fuisinoss than lending monev ft>r Cultivation expen.sesP 

A .—The moment th<y sot*iety does that, all the attention of the members 
will 1 k> diverted to tlu' dividend that tiny will get. 

— At present the difficulty is thougli it is easy to give loans it is not 
so easy to colhx-t them P 

Mr. Itangaswuini . — Th^ a mount does not come at the time that they are ex- 
pected to h(^ lejiaid. 

Q , — Is that not done in Homluiy? 

A . — Yes, it is lieing done in tlu' Homhay Provincial Hank to a very large 
extent. The information 1 liad is to the effect that their total hu.siness came 
to Ps. 70 lakhs to Hs. 80 lakhs during the year before the last and for a 
turnover of Hs. 2 ciores seventy or eighty lakhs is not too jnuch. 

(^1. — Do you think it is better to c opy Homhay P 

Mr. KrisJtfta Menon \ The agriculturists have no system of short-term 
credit similar to that for the traders. Except the pro-note of a co-o]>erative 
.society there is no other sliort-tei in credit available for the ryot. But in the 
ease of the merchant tlieie is the luindi, the bill of exchange. Tlioy are all 
disc*<)unted in the commercial banks. There is c(edit available from the 
Marwaris and tlie sowcars we know. It is injurious to the ryot. My point 
is that we ean discount the hundis provided the hundis are granted by the 
gjpricultnrists. 

' Mr. Th omas: Wliat is tlie kind of agricultural ])ao^r that you are speak- 
ing of? 

A , — Suppose 1 am a jiepper cultivating ryot. I may require for the next 
three or four months R.s. 400 or Hs. 500. I must he able to draw a l)ill which 
w'iirte (ii^counUHl by any of the hanking concerns. 

— But is the hundi the .same as a pro-note? 

L. — It is as good pro-note. 

The Chairtnan : What is it based on ? 

A . — Agricultural produce. 

Mr. Gojxila Menon : Who is to judge of the repaying capacity of the 
holder of the produce? 

A. — The primary society should accept the .security. 

The Chairman : What is the security? 

A. — What is the security now given by a "inember when drawing a pro* 
note? lliere will be iSie same security. 
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il/r. (Jojwla Me/non Will you liuiit mu'Ii transnotions ? 

— 'Ves, up to the value of the prit'O of tlio procUice ;nul the piiiiuvrip 
s*ociety will l>e made responsible for sueh ndvancee. 

Th € (^hairmaii : How ean you enforce the responsibility K 

-‘4. How is the agricultural loan now secure?" The same thing should 
appl.V in the other case also. 

— Then you are simply making a pro-note a hundi. Is that not soP 

.4. — In the case of the hundi theiw is a fixed time for payment aiul it can 
,d>e negotiated and discounted in the regular hanking system. 

Q , — Why can yon not discount a pro-note? 

*4. — Who will tiiscouut our [iro-not<*s now? Is there a hanking institution 
in this country which will iliscount our pro-notes I" 

Q . — How can you discount a demand |)ro-note? 

Sir, J{anijiis\nniii : Ry the nature^ of the instrument ii cannot he discounted 
because of the indefinite period of the pnvnote. 

Mr, Ky'ishna Menon ; If yon create facilities and give the ryot as much 
lianking facilities a.s you give to a trader then lu' will ptospm'. 

Q . — What is the occasion of the discounting liy the primary society? \\ 
not it lend the money straight away? 

4 — 'The lending ot money has proilucc'd all these* trouliles of iiiisu,s<> of 
funds. 

Q — What 1 do not follow is this. What advantage (h) you get hy executing 
a usance hundi or jiro-notc* which will fall dm* wIk'u the crop is harvested? 

4 — same advantage whitii a trader lias, provided, lie sees tliat the 
Jiundi is honoured in time. 

Mr, (jojxjld Menon . Tho District hauk C4wi discount it with tin' Provincial 
bank and get mon(‘y immediately foi- grautiug Waas? 

.1 . — Yos. 


The ChnirtiKin : Will any outside Ixwly discount 8m h linndis? 

.4. — It has fieen considc'red tliat iradt* hills alone are discountable. 

Q . — In tile case of trade hills you luua* got a definite property; hut in the 
case vv^hich 3 'ou contem|date th<*r<‘ is at^ tin* moment m> jirojierty Init you are 
onh’ going to liave it at the ciul of threv* months, is that not so? In tin* 
case of trade liills, you have got a di*finite existing pi'opcrty in t'Xistcmco m 
the process of trade at the moimuit, and it can he* sued iipiai at tin* end of 
three months if the hill is not hoiiour<*(l. Rut in the i ase of I In* Inindi drawn 
hy the agriculturist there is no detinile projK'rty lor tho moment. Is that 
not so.^ 

.4. — You speak of the uncertainfy of tin* crop. 

Q . — There is another |)oini 1 <m>. In tin' case of the trade hill the taiidi'r 
cannot very well get away I roni tliat. Rut in tin* cases of Ihe ( roj) wliat has 
lieen told us in Coorg hy most of the wiun'sses is ricit in a niimlx r of cases the 
man who takes a loan on the pledge of ci' 0 [) sells the v rop to fiomeliody else. 

Mr. GopaJd Mrnon : C'annoi that he avoidinl )>y taking a letter of hy|»othe- 
cation along wdth the hill? # 

A . — Let the society take some other security also. 

The Chairman-. For what purpose has the loan to he given? 

A. — For maintenance and for cultivation expenses. 

Q. — For maintenance you are in difficulty. Rut for the cultivatiott of the 
crop may I suggest that at the moment theie is a hill Indoie the Government. 
Suppose you make a definite charge on the crop foi* any co-operative loan, 
would that not be sufficient? 

A. — I think it will. 

Mr, Gopala Menon : What is suggested is an agricultural paper. The 
society is now advancing money ouvthe crojis. Rut instead of that you want 
the money to be advanced in the form of an agricultural paper supported 
by any other security in the sfiape ot the letter of hypothecation or things like 
that. The question is w hether 4hat is ])OKsii>Ie. 

A.— Yes, 
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The Chairman : The whole point is that you think that a paper of that 
w>rt might be (iiscoimtofl with the distrirt hank and then re-dis<ounteci with 
tJie proviiuiaf harjk. Hnt that alone dtws you no go<>fl. You must Ik? able 
to discount it oiitsicb^ as wadi!" 

A. — Yes. At present the trouble rs due to tiie development on one side 
only, that is the side ot marketing and transporting and the side of pro- 
duetir>n has In'en ignored, 

Mr. 'JlKnnds: Jn regard to the point of taking the cro[) from tlie ryot 
you would suggest that eaeh primary society takes eiiaige of ihat or avou 1<] 
you eoiu-entra t(' tfiat v\ oi k iu the lean and sab' soc iety " 

A. — In some eases it is not ]>os.sil)U* to put the whole thing on tlie loan 
and sale soeiefy. You can have the loan and sale society only ior the com- 
mercial erojxs and that tea) if tJiere is any sin}))us. Hut it is better to have' 
some sort of coni ml given to the society. 

Q.—W on Id you also advocate the sy.stcmi of tlie eo-oj)erat ive sc)cietv paying 
the kisisy 

A . — All this will follow if the system is eomplete. 

^ Q — Then the GovcM iiment toc) w ill lie c*onsiderably fienefited P 

A . — Oh y<*s, hot tlic' foundation must he all right. 

Mr. Itangasirami : f think that in tlie C’ircars and in certain otliei^ places 
the ki.st IB being paid jointly. 

The Chairman : There i.s oih‘ thing 1 should like to refc'i- to and that is, 
is the statement regarding the sale and marketing of tobacco in your memo- 
randum based on any personal knowledge!' 

Mr. Man{ja.nr(imi : A . — When the leply to the quest ionnaire w’as (‘onsidered 
by tln» diiectors, one of the directoi*s gave out that as from liis own jicrsonai 
knowledge. 

Mr. Thomas : You also mention something to that <*tTect in your W'l'itten 
evidence; you say “In their avidity to get ready cash, the cultivator.s are 
handicapiied on account of the fact that tlie oxi)orting lioiises and their repre- 
sentatives fix the pi’ice so low' that tin* dirterenc'c* between the rate agreed 
to by the cultivator.s and the rate that i>rovails in tlu' mai'ket is unfavourable? 
to the Jattc>r To wliich cro]) do you refer to? 

A . — When 1 wrote tliat I had in my mind the gi*oundnut crop. When the 
crop is in the fields the exporting houses go on advancing money to the 
cultivator and the jirieo at which the cro]) is to be delivered as soon as it is 
harvested is fixed beforehand irrespeintve of what tlie price will he at that 
time. In eveiy many of such c*ases I Iiave been given to understand the price 
given is from Rs. 5 to Rs. H less jier unit and flic unit is one ‘ pothi '. 

Q . — Does it apply also to tobacco? 

A About tobacco I am not aware. 


"*^0. — But the Committee needs information about tobaoro 
A . — Certainly tlie Banking Enquiry roiumittee can 
and marketing of tobacco. 
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Q . — But I .should have expected tliat since the M.C.U.B. made that state- 
ment in the reply to the questionnaire its representatives would be able to 
substantiate it? 

A - — That statement was included there by one director who said that it 
was ba.Bed on his iiei'sonal knowdedge. 


Mr. Gopala Menon : You say in your memorandum that the total expendi- 
ture required for cultivation ex]>enses is between Rs. 30 and Rs. 40 croi-es. I 
want to know’ wdiat percentage of the agricnltural population stand in need 
df loans ? 

Mr. Bangaswami: A . — It is only small holder who stand in need of 
loans for agricultural expen.ses general!^ tTio.se holding betwreen 1 to 5 acres. 

1 — Have you any idea as to the percentage of iSuch persons? 

{ — I think about 60 to 70 per cent of tho*4igrieulturists are those holding 
between 1 and 5 acres. 
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Q , — ('an yon tlio houni'S fmru which these <lva\v ihelr 1'uuuU‘t'H 

At |)re?>eut;’' 

luaui source ironi wliich they tj;ci money lor iluoi iiiltivatiou ex* 
j>ense.s is the village money-leiuWr. Next emne-s tlu' \\elUtooh> rvots and 
next comes the village baziutrmau who eomhines in himselt the husiiiess ol i\ 
buyer and seller of iuxhIuc<‘ and a small banket . riien (smu vho itinerani 
l)roduci> In-okoi's who are agents of other bigj-<M- Imu'^es. 

Q . — lint the last elass of men hnuiue internal liade. 

Mr, Kafxjastmmi : A . — After that eonie the imligenous banker who plavs 
the role of a universal supplier to the enUi\ator , b.' lemls mom'v. ean ies on 
trade, sells raw materials to be ('onverted into manul art nred goods and from 
the artisans get back the hnislieil goods hu sale. All llu^se business lUX' 
combined in one matt, 

Q . — And only lastly toinc the cv>-tnn‘i aii ve s.nictN: 

A.— Well, in ver\' many cases ila* <.*ulii\ alor liinist«li g(»(‘s to tin* iwopcrat i\ e 
stK'iety only last. The readiness with wbidi the ryot gets loans 1 roin tin- 

indigenous banker or the \i!lagi* n(oncy-li'nd»‘i without nun h ol 1 (uinal it les 
induces liiin to go thcix\ 

Q - — What is tlie extent oi the j)art ]>layeil l>y i!u' lo-operat ive sotderioif 
in this financing'" Your bank must liaye Innl some inlorniat ion ? 

.1. — 1 liuyc not wtuked out any .statist ns, 

<^K — Wluit is tin* <‘\tent to wliieh tlie <<>-<»} >»‘rati\e sm u t les liave Iniu lusl 
the ryots 'f 

A . — Now the capital ol all iln'^ co-i>)m'i at i\ e so( U'tu‘s is 7 crores. The 
etilii V'a t ion expenses tor \\hi<h iinaiice is reumitsl is 1(1 cioies. Out of the.st* 
seven crores, say, about halt is sjuMit in clearing old debts. 'Tbi'n only almnt 
d or crores is uscmI lor cnltiyatinn expensi's. 'I'hiis it is only al>oiil I / I5tb 
part ol the finance that is je(|uired which is met by tlu‘ societies now. 

So in yoni' opinion you ibink that a great dca! nune is reipiiied.^ 

4 — Aluch more. 

(^K — Can yon give any suggestion as i(< bow ilim di'inand can l»e met 
Ix'catise till' eo-operat i\'e su(i<‘tu‘s lia\e (ou<*he«| only a small pmeenLuge, 
\\’hat otluo- agency \n ill yon suggest 

.1,- 1 would suggest the greater extension ol the eo-o|>eratiyc Jigr’nc} 

it. self. 

t;>.~~ln youi own (Mr. Hangaswaini) nn'inorandum yon static tliut 2ti,()0d 
villages a I'O vet niiservixl by eo-operal iv .societies, ('.an the eo-operat ivi- 
agency lie extended to thost* villages or will w<' bare to bring in some other 
finaneiiig agency or organization to be1i> tbemi" 

,4 Co-opei a ti vt' sociel iiss <-.in l»e extmided. 

"Now there is tlu' v illagv' money-lmidei' and llu' < o-ojK‘rat i ve society, 
(’an any sort of <'o-ordiiial ion be brouglit into being ladween the 

.1 .—Tlie^ ideals of tlu' two are pniti' diflertml ami bow can there l)v* any 
eo-ordiimt ion betw f'en tbinn 'r d'lie only way by w liiiii wo could improv e the 
economic condition is by tin* extension ol tiu' co-oi>erative societies. 

Q. Do you til ink that tho j»res(*nt priniai y siicielK s liavt* justified their 
existence by meeting the luxxls at least oi tin* small ryots in a locality 'r 

\ — certain villages tliey hava* done so. In one vdlagi* in (diingleput 
1 know the jieopk' of the v illage liave !io <b*bts other than tlies<‘ to tlu* <’0- 
operative .society. lu very many areas exi-stmic'c oi the co-o]ieriitive society 
has brought down the prevailing late ol interest. 

Q . — Do vou think that tluMc i- wank for tlii-sr' ryots tbronglmut llu* year? 

— They do not have work and it i.s al)S(>lnl(*ly necessary to find out Honu* 
sort of work for them in their leisure time. 

Q. — Y’ou want finance for that ioor 

\ — They do rec|uiro finance. You can work it through Uio co-operative 
societies, at least as tin exiierinu-nt lor some years, lu the Salem district it 
is l>eing done, the ryot i- being tinauced lor the puicbase ol cotton for 
spinning. 

Q ,^Yo\i want to fiuancc lliem Ji’oi^ redeeming their i»rk>r debts and also for 
effecting permanent ii1fli)roveiueuts? , . 

A . — ^The relieving, ot prior indf^Aeduess can l>e done tiiroiigh the land 
mortgage banks, aii institutioii which could attract capital and deposits for 
long periods and lend it for longer periods. 
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Q- — f wish to know what the dirc^rtoirt of thft bank have done in order to 
infrea.st’ or or^uni^se primary societies in the villages where it is not existing 
at present ? 

1 — xhe directors ol the M.C.U.B. have not organizc5d any society and 
they have f>©en dependent on the co-operative department to do that wgrk. 
The M.C.tJ.B deals only with district hanks. 

Q- — Hav^e the district hanks undertaken anv work in that direction? 

I — The Central Banks have not undertaken any dehiiiU^ work to increase 
the number of societies whereas I find that there i.s a movement to improve 
the existing institutions by rectification and consolidation. 

Q . — You have told us that it is necessary to fnul out agencies for financing 
the money to the ryots. The progress of the co-operative soc‘ieties is slow, 
hut ylHi .say it can he done only by tht* extension of the co-operative 
smieties. l)o you not tliink the directors of the M.C.U.B. should put their 
liead.s together and send out an officer to examine the present soedeties and 
for removing any defects and organizing societie:^ in tliose 26,000 villages? 

.'f.^ — lOio idea that pia'vails now .sc<‘ms to })C that h> a caiefiil t^.xamination 
of the <-onditions now existing in the society and pulling them Uj) and also 
extending its transactions a larger amount of revenue would flow into tlie 
society that will enalde the society being kepi in an eflicient condition ami 
also provide funds to start now societies. . 

Q . — That must he clone hy some agency? 

-1 . — Yes. 

— May I know’ whethtu- th(‘ district hanks or the Ccmtral Urban Banlc 
luiVe constdered tJiis question and set apart some funds for improving the 
societies and for extending the iiumhcu- of societies? 

A. — Yes, we have a fund for that puipose. We have recently lent the 
stuvices of om* officcu' to the Salem District Baidc to watch the progress of 
tlie extension and the consolidation of the movement that is taking place 
there. 

The ('Judniuni : Do you give a cont rihiitiou lo the hank or do you ])ay to 
that officer ? 

A. — We [)ay to the l)ank. '['he matter was considered at one of the 
meetings of the Ixiard also, hut tlio wliolo thing has not yet crystallized. It 
is in a nehiilous stage now. 

Mr. (Hojiald Mnion : In this work of reconst i uctioii do .vou c.xpect any 
help from indigenous hankers? 

/!.- ( do not holieve any help will he coming irom tluMii. 

-'File indigenous hunkei’s have heem living in tli(‘ village* for ages 
tdgether and do you not think they will Im* ahh* to deal with tlu* ryots in a 
hotter manner? 

.1.' — Very likely. 

Q — They have been advancing iuoik'V to the ryoU evcni without any 
security? 

.1. — Advances are generally made hy them vvitl< an eye to siiatch away 
the jiroperty sooner or later. 

Mr. Thomas : Do indigenous liankers want inoperty ? 

/I — T^hey do, f know so many Nattiikottai C’hetti.s who have lent money 
on mortgages and taken the ])roperty. 

O. — But is that practice not declining now? 

A. — Y^es. to Home extent. * 

Mr. a opahi Mvnoii : What is the smallcsst amount advanced hy a co- 
operative society to the ryots? 

A,— Rs. 20. ^ 

Q — Indigenous liankers are also advancing such small sums? 

A.— Yes. 

Q — You also told us that hy the competition of those co-operative societies 
tUd rate of interest of the indigenous Mnkers have come clown? 

A.-*Yes. 

Do you not think then that a.- co-ordination between the 

indigenous banker and the co-operative sooi^ly possible.? 

I — The whole qjuestion revolves on^tjha «dm with which the 

money is lent out to the ryot. The aia of the coi^p^ative society is to 
make* the l yot a better man. 1 do not thm% that, of the indigenous 

banker when he lends money. ^ v . ^ 



O.— Will you admit that thiMr eiiiitiuiUion is very ditfiiult* 

,4. — There will l>t) much difficulty. 

Q . — Oo you think that hy intnKliU'iu^ tin* sy.sicm ut (smtrolkHl audit aud 
compulsory registration thc\' can Ik* hrought into the oiononiic orgauiaa* 
tion of the country? 

*1. — Up till now they have not Inon helping the agriculturists c»r their 
industry. 

Do you think if we control them their capital will he witlidiawn and 
transferred to other parts 

i4. — As it is the capital colloc'ted in this provincH* is uliliucHi in other 
provintos, 

Q . — So your conclusion is tliut only hy cMc nsion c»l the c o-af8^rati\ e 
movement you can tackle* the prohleni ot rural liniuuc*^ 

A. — I 8uy mainly. 

Mr. Thomas: Have not some indigenous hanker. s profited hy starting co- 
operative societies? 

Mr. Krishna Menon : In one case all tiu* in c‘eovei :il>!e delds have been 
passed on to the eo-o[)erativo societies. 

Q . — 1 wisli to know what difficulties there* arc* in tin* hnancmg of internal 
iraclc. Who Hnaiieos it at pix'sent? 

Mr. Kajigaswami : The financing is done mainly hy tin* Mnltain hankers. 

Q . — And their resource's are supplemented to somc' extent h\ tlm finperml 
Hank? 

4 — Yes. The Impeiial Hank advances large sums ol mones to tlie 
Multan is. 

Q . — Does not the Imperial Hank directly finarn'e the internal trade? in 
many ways? 

.4. — Not so far as I know. 1 have no information that tlic Imiierial Hank 
advances money directly for internal trade. 

Mr. (ioixda Meuon : C’an you from your expcrimiee as a fiankc'r U‘ll us 
liow' much of it is advanced by the various linaneial agencies for the imrpoHC 
of internal trade, sueii as the Imjmrial Hank, the* exchange l)anks, ilic 
joint-stcK'k hanks and .so on? 

4. — I do not think that anything is Ining done hy ilie exchangi' hanks 
for advancing money for the purjiose of internal trade. 

Q . — The liniKu ial Hank ? 

4. — As far as J know the Imperial Hank does advance* a (a'ltain propor- 
tion of the capital towards internal trade hut it docs not provide the majority 
of capital required for trade purposes. Generall.x the* ftnaming is clone for 
the movement of the produce from the interior to tin* port towns. 

Q. — Do you not think that at the port towns tin* oxeliangc* hanks sU*|) in? 

4. — That is only in case tlie produce is intended tor export trum the 
ports to the foreign countries hut not in the case w1k*io tin? produce is sent 
troin one port to another. 

Q. — To what extent do tlie Indian managed joinl-stoek hank., play a 
part in the financing of internal trade? 

4. — Very little. 

Q . — Hut you know^ that hanks like the Neclungadi Hank and tin* Indian 
Hank are advancing money in .several places on the produc'c ? 

4. — As far as the Indian Bank is coiieerned^ the advancing ol money on 
produce is only of a very rec*cnt origin and the need lor advancing capital 
ior the movement of crops from one place to another and Ironi one province 
to another and also for financing on the pledge ol [iroduce is very great. 

Q. — So you are of opifiion that the ^uuounts advanced hy thc^se financial 
agencies such as the Impeiial Han kj the? Indian managed joint-.stock hanks 
and the co-operative banks ai^ «ot^at all enough? 

4. — They are not vjgry coniJi3«rabIe. 

S f.— Where is iKep fpund for the financing of the internal 

e now? I 

4. — ^Mostly it nna1jfc’ed\v the Multauis. 
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Q . — So voii find that a very important jmrt Ik [»laye<l by the Multanis 
in regard to ilio fiiiauciiig oi internal trade at j)re>ient'' 

d. — Yes; in tln^ matter of the movement and transport of the produce 
from one place to anotlier and from one port to another the indfigenous 
flankers do play an important part. 

oiir eoiripiaint is tliat tlieir ratc*s of inuoest are nnc-onseionahle ? 

J.— Yc-s. 

Q.~-Ho are you of ojiinion that some sort of control in regard to the 
inteiest raU^s is feasihlcy 

.4, — 1 thought about that c|iic-stion. It is rather a difficult stop to ’ 
undertake. 

M/\ Krishitn d/f’/Ko? ; Increase in tlie number of branches of the com- 
Jiic‘rcial fianks will cremate facilities? 

Mr. I{(in (Idsirynin: If tbc*i*c^ is a large inciease in the' brancdi banking of 
the indigenous banks and their preparednes.s to offer the assistance hy way 
of financi* to thc' various ( lassos of trade, that will automatically hring the 
rater's of intc^rest down, ft is because c(‘rtnin cias.se.s of traders and [lersons 
df^ not find ready admittance' into banking circles now for the jiurjio.se of 
borrowing for their trade tliey are forc*ed to go to the indigenous hankers 
to get capital at whatever rate thc‘y offer it. 

“44mt is a general statc'iuent what you are making Mr. Uangaswanii. 
'riu' difficulty is this. We have been told by some of^ifche joint-stock bankers 
that in some cases it is nnoconomicai to start branches, boeaiiso they do 
not get enough liiisinos-s. Tn sucli places we have to find cycit an agency 
whic-li will do tins sort ol linaneing. 

A . — My o])iiii()n with regard to tlu' develojnnent of binnch hanking of 
joint-stock hanking institutions is ihis. If is not owry branc-lj that is started, 
tliat will pay. It is only some tliat will pay. But the ideal of the institii- 
tien should Ik‘ sei'vicc' to the* c-oiintry and t,o tlu‘ t lading public. It niav be 
that a branch at Dindignl ^loes not pay and it may be that the lirancli at 
]*()lhichi ])ays. But the ('xistoJic^* of a hranch at Dindignl will offc'r facili- 
ties to llu' inerofaants wliich tlu'v \^ il) not otliei is(‘ lie ahh' to get. Taken 
by itself tin' bianch at Dindignl may ix' a losing coiu'crn. tlio profit ma\’ 
not lie suc'h as to uu'et co'en t he cost ef cvstahlishnicmt . But in a combined 
transaction a largo hanh with a large number of branches has got only to 
look to thc' sum total of the traii.sac't ions of all the hraiiches put together 
and not take the working of c'ach hraiu'h into consideration. Tlie aim ot 
the liank should Ix' to 1 akt' hanking to the very doors of the eonstituents of 
the hank. Last year the Wc'st minster Ihiuk ojioned 18 hraiiches with that 
idea. T think that our Indian joint-st ()<*k hanks also must (‘learl}' make it 
a point to a iargeu' inmiher of hraiiches irrespi'ctive of the fact that 

individual hraiiches return [irolits to the general ('offers or not. 

fj).-“'That is true. But sometimes the diiectors will feel rather nervous 
to start branches in ])lae('s wIkuh' they cannot find enough business. Do you 
not J^liiuk so? 

Mr. Krishna 'Mrnon ; Xov\ ihert* art* certain uneconomic metliods in 
whicli joint-stock hanking is conducted. There is no proper understanding 
about the remittance of money. For tlie transfer of money some sort of 
understanding is necessary. 

Q — yviien you find it is uneconomical to start a branch how can you 
start one? 

Mr. Kan(i(jsw(uni : It is not always possible for you to expect profit 
from each and every hraiich that a hank opens. Foi* instan(>e there are 
lu-auelies of tlie Imperial Bank that are not paying. Take the case of the 
Ootacanuind hrancli of the Imperiul Hank. 

Q — It may Ix^ difficult to bring about that ideal state of things imme- 
diately ^ say within the next ten years. Do you think that we can utilize 
th^ indigeiious hankers in such plaet's to act as the agents of the joint- 
stock banks? 

^4. — You can get them into the fabrm. They can be utilized in the same 
way as the bill broking houses in Englandt They function a very useful 
part in the banking organization of th« coiintjy^ 

Mr. Krishna Menon ; The education wffiich these joint-stock banks have 
is very primitive in the case of most of them. If tkeyv are properly edu- 
cated "and if the proper function of banking is taught te them then they 
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to do ouidi At pixwnt it is only inonev-londinp; htuitKMVH 

that ttiey are doin^. A iittle more eduration slunild )n- oisist^Hl upon bv tbo 
Uovernineut . * 

<^.~\ou have suggested the starting ot laml niort^aue hanks tor r<Hte«un- 
iiig tlie iifti nultura! indel) ted ness. ^ on are a hankin' anil we want vonr 
aa\ in le^aid to this aspei t ot hankiniil. \ on know that s«'veral of lliese 
inerehants who pla> an itnpoitani j>:ut in tho internal trade and also in 
the eit\ are heavil\ involvinl. They may havi' house> and other nnmovnlde 
property and yon know tliat none oi tin' liniunhn^ aj-teneu's .sueli as the 
Impel iai t>i otiu'r joint-stoek hatdi^ ady aiiet* v« i'\ luueh luonev on hnuM' ov 
othei C'las.s ot tmmoy aliU' [)i'operty. Do yon tliink that l«>r sm h pnrjyose a 
land inortj^ajio l>unk ior helpinj^ tlm tia'ders wonid Ix' »)t use lUst like the 
one we are starting for finannn^ loi^^term h.ans lor a^irn u!t 

Mr. Utnuja.uranti : t know . Hut there are in the citv sidVieient organi- 
zations tor advatieing loans on d'here are the indhis whiili go 

in largely tor lending on house property and many of iheni do not charge 
more than (>4 per (‘enl per annum. Kor mstnme then' is the Mylapore 
Hindu Permanent Puiid. Limited., whnli one ot tlie higgesl nitiliis. tht^ 
t !‘ansa('t ions ol which co\er u nnnda'r ot lakhs ot rupei's m a y(*a!'. Afosi 
ot the money is lent on ino? t gages ot hou^«' protiei ty and the rate of intere.st 
t'hargod on tlie money lent out to tlnor --ha i dmldei > is i>n!y <>; p.>i leiil p(*r 
aiinnin. 

Thp (h (u ntuui : Hut they make a l(;t of proiits''' 

.4. — I hey make the t>r<ifits only oni (U tin* penal rates of mleiavst . 

Mr. Mtttnii: You knov. that ftniii oi nistituiiens loinlies only a 

v'ery small projyortion ot tin* total reipiirehients ot the city . I am retiMTing 
also to the iiiti'iior parts, i)o yon think sonu'thing like a land mortgage 
liank lor lieljiing tlu'se I rmlers wanild he ol advantage hecanse the i(*gnlar 
liaiiks can Imid mon(\v only tor sliort terms?' Do yon think hrmging into 
e.\isU*ii{‘e land mortgage hanks for such pnrposi's yvould not he ot any udvan- 
lage to help tin* inteinul tradt'? 

A. — 1 cannot (piestion IIh' nsefnlm'ss of niv institution of that l,yi>e. Hut 
vve have got to con.sider tli<‘ whole (jiiestion. ft- <le})ends on tiie composition 
of tlie capital you di'al in. If yon can <ommand sntiii'ii'nt long-dated <'atntal 
you can utilize it to ad\anc(* loans lor long pm'iods. 'Die wholi* diflienlty 
is that thi‘ hanks wsint tlu-ir moiu'.y to h<* (piiek ami tuining. 

— So one of the difhculties in r('gard to the financing ol internal trade 
is that money cannot lie liad snflieieni enough tor long-tmin purposes? 

,4.1 am not satisfied with regard to the demand <*i a loan lor a long 
period for initnnal tiade. 

(>. — They want capital to pay tlu'ir ilehls? 

.4. — Aftei* ail wliat is tin* purpost* of a hank? It is oidy (o gi\<^ th«t 
additional cajiital that is reitniis'd luit not llic initial eapdal, 'The hank 
can only siij)pIonieiit the initial capital. 

Q. — Do you know' the jnesent almonnal state of affairs in trade?' Theie 
are several merchants having liouse proj>erty hut cancot get hnance on their 
immovahle property at a rcasonahlo rate ol interest. 

A. — I think some of our joint-stock hanks do advance monc\ on collafend 
security on house property, 

Q — But these cases are only very limited. Do yon think that some 
agency must be found for this sort of financing? 

A . — The question is woith considering. 

Q,~Do you know that such a part is pin.vi'd hy loan societ l<‘s m other 
Presidencies P 

A. — I liave not studied that. 

Q — Do you not think th.-vt either hy the. luiiiks nr hy an extension of tlie 
nidhis this purpo.so ean he attended to? 

.1. — It ean he tried. 

(t.—Do you think that the eo-opfgt''''’ soeieties exjrerienee any diffitiilty 

in effecting internal remittances no]^ ^ ^ 

4 — condition that How prevail with regard to remittances arc that 
free transfers are given hy the Tniperial Bank if the purpose is foi genuine 
co-operative remittances, for instance wdien money is due by one co-operative 
society to another or a loan is advanced hy one co-operative society to 
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another. For that purpose remittance transfers are issued under Gorem- 
inent orders free, But in the case of the remittances through the Imperial 
Bank the conditions aio onerous. 

Q. — Wlmt are the rates they charge? 

3/r. Krishtm Mpnon ; Above H.s. 10, 000 the rate is one anna. From 
Rs. 5,000 to Rs. 10/KK) the rate is two annas and for sums below Rs. 5,000 
it is at the discretion of the linperiu! Hank of India. Before the Presidency 
hanks w<*re consolidated into the ini|KU‘ial Hank the Government used t<> 
transmit nionev from one district to anotlier, and from one province to^ 
another at a certain rate. The usual rate for transmission of money from* 
di.strict to district was from one* to two annas without any limit to the 
amount and from two to four annas for transiTus.sion of money from one 
provirK*© to another. Hut when the Imperial Hank was made the custodians 
of the treasuries, in the agrtn^imuit it was stipulated that all these rates 
must he fixed in (oiisultation with the Controller of Currency and the 
Controller of Currency has fixed the raU*s ahove Rs. 10,000 and" Rs. 5,000 
in agreement with the imperial Hank and has left the rate helow’ Rs. 5,00f) 
to ho fixed l>y the Impojial Hank at its discretion and now* they charge a 
minimum of A annas. 

Q . — Do von not think that t]u‘ hulk of the remittances will l>e l)eIow 
Rs. 5,000? ■ 

3/r. li(in(f(isinnii i : Some tiim^ ago it w as the practice for remittances up 
to Rs. 5,000 being got fr(H» in the ease of the eonstituents' of the Im}>erial 
Bank hut now everybody lias to pay 4 annas jind that is the minimum. 

Mr. Krishfifi Mrnan : Transmission of money has been very difficult to 
the poor })eof)le on account of this. Most of the transa(Tions are below 
Rs. 5,(X)0 and what tlie Government was doing lor 1 anna and 2 annas the 
Imnerial Hank is ehaiging 4 annas and it is doing the remittance practi- 
cally at no cost at all. Wliat is the system of transmitting money between 
the several branches of the fniperial Hank? It is only hook adjustment 
that has to he made. It has not to pay anything for the remittaTice.s that 
are made by it Imt the poor people are asked to pay 4 annas and I think 
it is very liard. Th(‘ ratx^s charged by the Imperial Hank regulate also the 
rates charged by the other hanks. Of course the other hanks cannot charge 
below' those lates. 

(p. — My point is wlietluM’ the hulk of the remittances is for amounts up 
to Rs. 5,()0() and the rate oi 4 annas is a heavy premium? 

Mr. ll(nin<tsu'(nn i : Y<*s. 

Q. — Have you any (‘xpeiieneo of issuing hnndis? 

.4. — We have he(‘n issning drafts on the district hanks. 

Q . — Is it a ))il! or a hundi. 

' A. — It is a demand draft. At tlie last meeting of the exocutiv'c com- 
mittee it was decided to charge I anna for .sums ahove Rs. 1,0(K) and 2 annas 
for sums helow' Rs. 1,(XX). 

(?.— 3V()uld you pj efer the .standardization of the various forms of hundis 
printed in diffeient languages? 

.4. — It will lacilitate trade much bettor if there is standardization. 

Q. — M’^ould yon have it on an a II- India basis or a provincial basis? 

.4. — On an all-India liasis. 

Q . — What is your experic>iu*e in legard to the u.sc of cheques and demand 
bills after the abolition of the stamp duty? Has it increased to an appre- 
ciable extent? 

4 — From my personal exporieiu^e T cannot say that it has increased much. 

Mr. Krishna Mcno7i : In the district hanks a large number of cheqiues 
are being used now . 

The Chairman : Has it materially affected the size of the cheques? 

Mr. llangasxcami : Yes. 

Mr. Gojmla Mcnon : Do you think that the habit has increa.sed to such 
an extent as to demand a system of clearing house? 

A. — I do not think tliat it has developed to such a^large extent as to 
warrant the establishment of a clearing house in th^' mufassal yet. 

Mr. Krishna Menon : With more co-ordination of all the banks e^ch 
district may have a clearing house. 
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^ The C^iairman : Haro yon anv infornuitioii n.** to tho vaUio of ohequ^a 
issued m Calicut? 

• The multiplication of remittances can V>e avoided and in many 
it is only the difference that will have to be transinitUxl. 

Mr, Ooimla Menon : What are the existing institutions in which tlie 
savings and investment habit is enconragetl now? 

Mr, lianijiiswami : Tht' existenc*^ of the co-operative s^icieties has not up 
till now encouraged the thrift habit among the ryots. The coKijverativo 
society is treat€^ largely as an institution wherein to Ix^rrow money at cheap 
rates of interest than to put in their savings, 

Q' it partly due to the in.sufruiency oj tlie luinking faciiititvs in the 

mufa&sal that this saving habit is not encouraged:-* 

think it is due to the? hankering aft<‘r a higher rate of interest for 
the savings. The people waint a higher rate (»f interest lor their money hut 
if they are to borrow tliey want to borrow from a |)lace wlime llie rate of 
interest is very low. It depends f>n the mentality of the })t'op]e whether 
the co-operative society is used as a tlu ift house at all* 

Q , — Do you tliink there is any saving left at all by the average individual? 

A . — That is a different ^pieslion. Wlnm yon askcnl me whetlun* tlie want 
of sufficient hanking facilities stood in the way of the saving habit 1 saicl it 
depended on the mentality of tlio (leople mort'. B?it in r('gard to tho Cfiu's- 
tiou whether there is saving at all 1 would say tluvt there is not. sufheieni 
margin left to save. Saving depends on two things, the d<‘sir<‘ to save and 
the ability to save. I do not know ulu^tlu'r theit* is much ability left in 
the agriculturist to save. There is not suirici<'nt margin for him to save. 
He gets just sufficient to keo]) him on the margin of starvation. 

Q . — There is also another thing. Tlie illiteracy of the ryot may he the 
cause. Ho may not even know that the hanks havt* saving.s department. 
Do you not think so? 

.4. — I do not think that you can lay it at the door of illiteracy. Through 
tho prevalence of tlie chit systoin there is a sufficient amount of saving 
habit. Want of savings is generally due to want of sufficient margin. 

Q . — Do you think that among the (‘ducated middle classes tlien* in the 
saving hv taking postal cash certificates? 

.4.— Yes. 

Q, — Do yoti find any difference between tlie savings of the edueated 
middle classes and the r\<)ts who (b not kmev v\)H‘r<‘ to go and iinest tlunr 
moneys ? 

A. — As far as f can thiid-i it is not v(*ry larg<dy du(‘ to tin' want, of facility 
of .saving.s that there is not. sufficient savings but tlu* innate inaidlity txi save. 

Q . — I will take an example. Take the eas(» of an ordinary mill labourer 
getting Rs. .‘50 a month and an ordinary clerk g(‘tting H.s. dO. I'lie lattoj* 
manages his affairs within that anunint but the mill lalKUirfM' is in the liands 
of the sow'car. So, it is a question of <H‘onomy and tlirift on the part ot 
tho man,, is it not? 

A . — In tlio case of the mill labourer it is not du(^ to the want of faciliticss 
to put by his saving.s but it is due to bis innate bab t. lie has contracted 
c'ortain bad habits; they have grown round him and it is diffiiidt to pull 
him back and he does not save at all. 

Q. — So the habit to save has to be ])j*om()tod? 

A . — But there is no desire in him to sav-e, If<» does not live for the 
future, he lives for the day only. 

Q. — You have got to teach him thrift tlieii? 

A.— Yes. 

Mr, Thomas : About the question oi chits you said that the chits and 
nidbis are able to garner the savings of the common peopk?. Tlio point is 
that when there is compulsion to save, tho ryot, in spite of his having very 
little margin, manages to save something. So if you can graft tho chit 
principle in the co-operal ive system will there not ho some advantage ? 

A. — There may be. 

Q. — In Tinnevelly and Coimbatore oven poor people are able to save, 

becauae of chits? ^ • r i i i_ xu 

A , — Those people have got their own communal chit funds to which the^ 
go on contributing every week when they get their wages and then it ih 
auctioned. 
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Q , — you agree that this ancient Indian systeni of chit should be com- 
bined with the Gc^rmari system of co-operation ? 

A. — Yes. 

The Cfuiinnan But is there not a provision now for running chits in the 
to-operative societies? * 

A , — Not in the village societies. 

Mr. Krishna Menon ; There is, but that is not availed 

Mr. Thomas: How is it that it is not availed of? 

A . — The idea of saving has not been sufficiently instilled into the minds 
of the niembers. 

Mr. Ranfjasxrami \ They are up with this propaganda in Elur, Salem 
district. Five hundred liiindi boxes are to he got from (’alciitta to be dis- 
tributed among the peoi)lo to take in their .savings. They are going to try 
a very ext^uisive propaganda and the gentleman in charge of the work has 
instructed the co-oj)e»ative inspectors to go and talk to the individuals and 
induce them at least to put by small sums. 

Q . — That means 3'oii must carry on propaganda work? 

A . — Yes. 

Mr. Krishna Mr non : Tn one Panchanui .society in Malabar in 12 months 
40 niembers have sav(‘d about Its. 100 and the members are living upon 
about 0 annas a day. Thus it can be seen there is no hindrance to savings 
but the mind must bt‘ prepared to save, and an amount of i)ropaganda has 
to be done for it. 

Q. — How do you propose to tackh* the (question of maiketing of indigo 
and tobacco? 

A.— -The ]*eal reason is that up to this time the co-operative movement 
haa not thought of that problem at all. It has never been thought of in a 
.serious manner. There sliould be the initial Mim and the rpiestion is who 
is to provide that. 

Thr (liairrnan : Your niouey is employed in tlie Pi*esidency? 

Mr. Ra )i(/asica m i : Yes. 

. — You consider that tlie j>j*oviiicial bank’s credit is liigli? 

. — 1 .should think .so under the existing conditions. 

. — Have you much knowledge of the hahinec of credit of other banks? 

Yes, from the statistics available. 

^ Q. — Apart from the statistics have you got a general idea of their reputa- 

tion? 

A. — With regard to some I tliink 1 know that they have got into trouble, 

0. — Would you he prepared to lend them any money. 

i4 . — Probably not after the information J have got. 

The Chairman : What about the sugge.stion of an inter-proyincial hank? 

A. — This question was considered at the first conference in Simla and 
after a great deal of discussion we have ('omc to the conclusion that an 
All-India co-operative bank would not serve any useful purpose. As it is 
the provincial banks find that their investments have been limited to 
district banks and co-operative societies and the All-India institution wiU 
find it all the more difficult to find ways of investing the huge surplus cash 
that will be coming into their liands at certain seasons of the year. 

Q . — Would the provincial bank here be prepared to deposit large sums 
ol money in an All-Indin institution with the prospect of that bank lending 
it to some other provincial bank? 

A. — That will necessitate the scrutiny of the working of all provincial 
banks. The money will have to be lent on the general credit of the All- 
India institution. 

Q .^j)o you think that the bank will lend money to an institution that 
does not command so high a credit? 

A . — I told you it will depend on the volume of the money that is to be 
lent to such institutions. 



Q, it is doubtful wliotliei your bnuk would bo propured to loud mon^v 
to ttuia in other provimiul hanks? 

A. — It is douhtfuL 

d// Thoma:<: The dittiouities ot nuukeling can be taekied bv ilio oxpan- 
siou oi the (‘O-operat JV'o movement? 

Mr. Krishnii . Yes. 

• Q. V\ hat stiihds in its way now? In (iuntnr there w the toliaetn). in 
it not j>ossibit‘ tor a market init ^oi'imy to l orr ilu' tohai co and sell ii m hen 
the pi ira* i.s higliest r It it is ( ured it- can lie stored for .some time without 
It being damaged? 

.4 .--It run i)e done. lint tlie selling trade has deveiojied to Mieh an 
extent that it is more ditiic-uli imw to sell it than prodnee nn artJl'b^ The 
ordinary agrieultur ist has nut gv)t that experieiu'o, whub the traders only 
have. 

Q.— Tile .society must [)rovido the husincss expert, and (on eriiment must 
help in the matter? 

A. — The kntiwledge uiiich the ryots do not possisss must hr imparted to 
tlieiii. It comes to this ilie co-oporutive society must engage an expert in 
inaiketing to [oisli uu the 5>ale oi prodnci* wiiich u garners in iLs goduwns. 

Q.- AVhat .stands at prebent in the way ol eo-tiperal i\ i‘ siu ielji.'t*> engag- 
ing such men:" Is it lack ot Imuls or la<k ol ihe knowledge ol possihihtie.s ? 

.1. — Only log husiiicbs can employ good and suituhie marketing expertH. 

(J.~~Do you know whether any eo-operalive .society undertakes the pur- 
ehasing and .selling oi tobacco in (Junturr 

.1 . — I do not know. 

Q . — J think yon have .stated in your memorandinii that pools may he 
organized as in Canada? Tor what commodities in youi opinion eouJd such 
pools he, estahl ished in .Madras!" 

Mt. l{(ifi(jastr(iin I : When I wrote that I had in iiiv mind pools lor tin* 
marketing oi groundnuts. In South Arcot and Salem districts there are 
large quantities oi groundnuts produc'd at each season. Ii througli tlie 
(’o.oj)erative societies the fnoduee oi eaeli taluk or two is ga tinned ami soltl, 
then a bctte*r price eau be got lor the (producing ryot. 

Q.—hhiVi) you taken into account the lact tliat production i.s .scattered 
in this country. We have not got as in tlie UniUnl States u cotton l>elt^ 
nor a wheat belt as iii Canada? 

A . — liut there are areub in South Arcot and Salem whcie groundnut is 
concentrated in dehiiito region.^. You start small co-operative societies and 
gradually it will grow big and i>e able to pool the protlucc* of the whole area. 

Q . — la cotton also? 

— Even in the case o) cotton we can liavn^ pools. We ran liave cottoiv 
markets in Tiriippur. Tnmevelly, ileilury, Nandyal, etc. First we can /itart 
pools only in commercial croji^, groundnuts, cotton, etc. 

Q — With regard to co-operative societies there is olten a complaint about 
favouritism in. the granting of loans. Is there any trutli behind it? 

A. — Yes, it does exist. 

Q . — Has it not resulted m some improvident loans? 

A, Yes, most of our overdoes are the result of such improvident loans. 

0. — Is there no means of lu’eventmg .such favouritism? 

A. That can be prevented only by educating the members to their nghtti 

and in that way making the maiiageinent hetUr. Of cournt? there are 
difficulties. If the leader of the village happens to be an influential paneha- 
yatdar then the other members will lie squeamish to biing such favouritism 
to the notice of the other members. There are at present rules laid down 
that every loan to a panchayatdai should Ik* approveil at the general 
meeting. 
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Q . — It w'ajs proposed to us by one witness that urban banka may be allcrtred 
to hnance the neighbouring rural societies V What do you think of that 
proposal ? 

A . — 1 do not quite apx)rov€» of that recommendation at all. 

O. — What about tlio proposal that the Government cash balance may bo 
used in the co-operativo movement? 

A. — It was suggested that tlie central hanks may be allowed to act as 
bankers to the Government as the Jmpenal Bank of India in places where 
there is no hiaiich of the Inijierial Bank and where the Government are# 
satisfied that the management of the bank is good and secure. 

Q , — Do you think the co-operative district banks have come to that stage 
of efficiency P 

A . — I w'ant only such bunk.-s as are good to Ik* appointed as bankers. 

Q , — You were speaking of the bill-broking function of the money-lenders. 
Are they really hill-hj-okers ? What is the <litfeia‘iice between these people 
and the bill-brokers of England? 

A. — The Multan i bill-broker is to a large extent a capitalist. Whenever 
ho requires iiujiiey he gets it from tlie Imperial Bank. 

. — Are not most of tljose bills accommodation bills? 

-There ar (3 a few accommodation bills amongst those. 

. — They are not bills rei>resenting genuine commercial transactions? 

. — Not all the bills of tlie Multani is barked by tangible property. 

. — Is it possible to make the Multanis pioiier bill-biokers ? 

At present their main liusiiiess is bill-broking. 

0. — But their jates are too high? 

A . — Tlio difference is d to -1 per cent. 

Q . — How can they distinguish between a genuine bill and an accommo- 
dation liillp 

A. — '^riie liiip(*i'ial Hunk docs not look to tlie fact whether there is any 
tangible backing or not ; they rely on tin* endorsement of the Multani. The 
bill is rediscounted by them on the personal security of the Multani. 

Q . — You say tbei'e is great deal of subdivision and f ragmontation of land 
in this Bresidency. Have you got miub experience of rural life? 

A . — I belong to Chiiigleput. 

^.—Js there much fragmentation in that disii ict ? 

.1 . — The tendency is for subdivision and fragmentation. 1 know of some 
cases there where the Jioldings are sc-atteied and each man has half a dozen 
such holdings, in different places. It is scattered on aeeount of the Hindu 
law of inheritance where a man having four sons divides each plot of land 
into four parts. But I do not think tlie jiroblem is so serious one as to 
nocossitatc* immediate attention. 

Mr. llrar,s(n] : Take the ease of a man having o acres and four sons. Then 
111 the next generation after tlie father’s deatli eacli man will possess IJ aero 
portions. 

A. — Yes. 

Mr. Thomas: There is also the reverse process going on, that of consoli- 
dation ? 

A.— Yes. 


il/r. Ilearsoii : this fragmeiiiation is not getting vorse year by year? 
A. — It 13 not very serious. 


Mr. Thom4i» -. You say in tlio second page of yonr evidence that the rate 
of interest when paid m kind is 100 per cent. Can you give any definite 
exanoipies of such transactions? 

4 i'^gai’d to what they call ' iiellii vaddi’, that is, when 
in^r^t is paud m paddy. They give a certain quantity and it is collect* 
ed in multiples of that quantity at the time of harvest. 



— You have written about nidhts. They allow witiKlrawai of ahara 
capital. Do you think such transactions ai-o proper? 

A . — Under the exifiting law it is forbidden. There is also in such caM* 
no security for the depositor. 

. — Is it going on in Madras? 

. — ^Yes, tho Mylapore Hindu Permanent Fund allows it. 

Q . — But that is not like the nidhis in Coimbatore wliich have the regular 
share ciyjitalP 

^ A , — Hefe it is called a share but is only u terminable contribution of 
deposit of a definite sum for a stipulatixl periml. 

Q , — There is di.stinction between this iinlhi aiul tlntse <*\i^ti^lJx Coimlm- 
toro P 

-I. — I do not know tlu' Coinduitiire s>.st<*ni. 

Q . — Do yon think it is a goml practii'e to allow one to boriow on liis share 
capital P 

A . — It is not proper and contravenes the provisions ol tl»e Imlian Com- 
panies Act. 

Q . — You have caUulated tho total indebttHlness of ihe Presidency at 
100 crores. On what basi.s have vou eahnilated it? 

A.— It is only an approximate figure. 

(The representatives then withdrew'.) 
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Special Officer, Madras Co operative Central Land 
Mortgage Bank, Limited, Madras. 


Oral evidence. 

The Chairman : Mr. Raniaswami Ayyai\ you wore in the co-operative 
department for al)out ton years and you Iiave Jiad exporioiue foi* about two 
yeai's as Assistant Ilegistrai' and then yon were Assistant Registrar in Tanjorc 
and finally as Deputy Registrar of Taiijore and Tiiehinopoly i" 

A. — Yes. 


U . — In 'raiijoje you have got sonu' loan and sale sodoties having godowns 
of their own? 

A. — Yes. 

Q . — Are these a succes.s? 

.1. — Except in one place, the others have not been successtul. 




—Which is that one place? 
— V’^allain. 


-Wliat is tin* nature ol the l>usiness they aie doing? 

L — Advancing pioduce loans to tlie ryots and sales ol such produce through 
tho society. The ])i‘oduce is deposited in the godowii oi‘ the loan and sale 
society and tliey lend money on the security of .such produce. 


G. — Where does the societv get its nioiicv 
A.— Fro ■ ' 


stored in tlieir godowns. 'I’he.v make 


/I. — r roll! the central hank. 

0. — On what .security? 

A . — On the security' ot the prcxliu'c 
over the produce to the central hank. 

Q . — In wdiat way ? 

A. — By handing over the key to the eiistodv of one representative of the 

bank. 


),. — What produce mainly comes to that Vallam society? 
Grounemut, redgram and dhall. 


In more or less equal quantities? 
. — The bulk of it is groundnut. 

. — To whom do you sell it? 

. — To the mei'chants. 


“What sort of merchants, local merchants? 

. — Local merdiantfl, 

Mr, Hearson : Not to the exporting firms ? 

4.— They want very big quantities, and we are ziot able to execute such 
big orders. 
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The Chairman ; Do you advance money to the rTot« for growinc the 
^rops y 

A, — ^No, ^ 

Q. — Do anybody else do it? 

A. — That si^hefue has not l>ecji ^iven clFoct to. In some airny case* tlie 
-ryots do take loans from so< ieties. 

Q - — Is Tiot a material quantity of tjie jtroundnut that is jxrowft Uiero 
comes to godoWM ? 

. .4.— We^were able to get only from Rs. 30,000 to Rs. 10,000 worth of 
groundnut in a year, IVfessrs, Volkurt Brothers and Louis Dreyfua have got 
out agencic's there and they buy diris t from the ryots. 

Q . — At what rates do they buy? 

.4. — They quote tlie rates and the ryots sell at iliat price. 

Q . — Do tliey advance any money to the ryots? 

4. — They advance st>me money to the agenUs and the ngenta in turn 
advance money to the ryots. 

(i^.— Do thev lend on forward (‘ontrai'ls? 

A,— No. 

Q . — The prodiu e when it t onu'S to the merchant is taken at tlie markat 
price ? 

.4 . — Yes. 

Q , — Is that in any wav working for the disadvantage of tlu^ ryot ? 

. A . — It depends upon tin' niarket ]uice at the time, .sometimes it is advan- 

lageous to tlie ryot sometimes disadvantageous.’ The pric^' of groundnut in 
often changing, so much so tiiat tin* ryot fears whether tin* price may <‘otne 
still lower and so sells at once. 

Q — p)o you propose that tlie ryot should hold up a commercial product? 

.4. — There must 1 h‘ .some latitude. 

Mr. llcarsan : How long do you keep the groundnut crop? 

A . — Three or four montlis, 

— Who sells it? 

, — The owner sells it. 

The Chairman ; There is no pooling at jiresent? 

4.— No. 

Q. — I.s there no paddy coming in? 

.1. — There is .soim* jiaddy coming in hut that is not much. 

Mr. Hearson : You say Rs. 30,000 to Rs. -lO/MlO woHh of groundnuts 
comes in. H ow many differemt owners will that nqiiesenl ? 

A . — About 80 oi’ 90. 

The Chairnxn} : Is it increasing? 

.4. — It is increa.sing. 

Q . — But not very rajiidly? 

A . — N ot very r a p i d 1 y . 

Q.—You say there are otlier .soeieties. What is the extfoil f>i tlie business 
that they do? 

A . — Only Rs. 5,00t) to Rs. 6,000 hus!n(‘ss a year. 

Why? 

A . — The i-yots do not come to that society. 

Q . — There are two godowns in Oi'athaTLad. There is a goo<l deal of paddy 
there now? 

A. — Not much now. The main crop in tliat area is groundnut. Whatever 
comes there is groundnut. 

Q . — What is the difficulty about that society ? 

A. — The merchants and money-lenders come to tlie thrashing floor and 
purchase the crop and they do not bring it to the society. 

Mr. Thomas: W'hy do the merchants come to the thrashing floor? 

A . — Because the ryots are indebted to the merchant. 

Q . — Who are those merchants? 

A, — Ghettifi, > 
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The Chairman Can the ryots not take it to the godown and get an 
adronco and pay them? 

A , — In that case if they take it to the society probably the society will 
demand from the ryots out of the sale-proceeds the amount due to the 
co-operative society. 

J . — It is not due to the want of faith in the management of the society F 
.—In the case of the Pattiikotta Society it is. 

A/r. Thomas ; Would it l)e possible to tran.sfer the prior debts of the ryots 
to the mortgage bank? • 

A. — To some extent it can be done. 

The Chan itton ; Mr. Rania.su ami Ayyar, do you think that the training 
institute there' could be converted into a school for agricultural commerce? 
That is to say, to give a certain amount of tt^aching and doing research 
work in agricultural inarketing inetnoils and keeping the i^ecords of the 
prices? 

A. — Yes, Sir. That was iny ambition, in regard to the Tanjore Institute 
and the other institutes also. 

Q. — Is there any difficulty about it? 

X — There is no difficulty. Sir. 1 was about to com))leto my reply to the 
ciuestionnaire issikmI to me and sinc^‘ I thought I had to send it officially 
7 thouglit I Jmd better say whatever 1 had to say orally before the committee. 
My attempt to collect the .statistics from the Agricultural department showed 
mo that tile kind of statistu-s available in that department are not of any 
practical value either to the co-operative societies or to the co-operators. 
They do not throw any liglit as to how to deal with their produce and what 
the market conditions were. These things are not brought home to the agri- 
(‘iilturist.s and for that purpo.se I was waiting for the Statistical Assistant. 
Even now 1 believe that the figures supplied by the Agricultural department 
are not of any great benefit to the man in the village and our institutes 
can take up tliat function. The President will rememl>er th^'it when he w’as 
Registrar of Co-operative Societies he tried to collect figures regarding the 
price.s of groundnut and sugarcane in the market and we were in a helpless 
position to give any correct information. The question was a very very 
simple one and it also api>eared to be a very .simple question to answer. But 
when we aiiemjitod to answer we were unable to get any i^eliable data. It 
was a very unsatisfactory position in which we found ourselves and it showed 
liow^ bad we were in the matter of stati.stics. Hereafter at least I think our 
first stop should be in the matter of recording corrcM^t statistics and to make 
this the ba.sis for our action. If wc are to make a start T think we ought to 
begin with tlie institutes. 

Mr. Thomns: In the institutes have you a trained Insjiector to do it? 

A, — Ho has got work only for three hours a day and the men whom we 
have got in our institutes are men with Univei'sity qualifications. 

0.*-What is the training have they got in carrying on Investigation? 

A. — They have got no training. I am not able to put before you what 
all I want in very definite terms. What appeared to me after pemsing the 
l)ooks regarding the large-.seale marketing and several other hooks got frf;m 
the advertisement sheets and from the heaps of books received from the 
Tanjore Institute and the Registrar’s Office was that a lot of work is done by 
the students in England. The charts, statistics and figures are very interest- 
ing and nil this work was done by the students. 

f?. — Whom are you going to engage as investigators in this institute? 

A.— In the first place, the recording of the prices does not require any great 
investigation. Tt is only a correct report of what is taking place outside that 
is needed. 

— Have you got the facilities for that? 

A . — Our union secretaries may he properly selected and asked to collect 
the figures and then these figures may be verified by somebody going about 
for the purpose. 

Q, — Do you think that these institutes can get correct information from 
the Union Secretaries of the whole district. 

A , — Yes. In fact for a group of districts a federation would help ns. 
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— ^Who is to work o\it figvirefii* l>o you think \i should in tv 
central place? 

A - fee. 

Q , — Sc you rtH|iiire a t'ciitral hui't>au lor tin’s? 

A. — Yes. When I mentioiie<l this onoe to Mr. Hainadas, he juuix>e«l at the 
idea and said that tlie provincial union will take up the work and the 
Chairman may remeinl^r that when he was Registrar the iirovincial union 
wanted to form itself into an economic l>oard ami sent some c 4 uestions and 
got some answers. Systematic effort Was made; thei^ it cndcsl. The nmhi- 
tion ol the provincial co-operativi‘ union was to iHH'oine siu’li a CH*ntrj»l hotuii 
as Mr. Thomas mentions. Kven now in» pains should ht* sparetl ni giving 
effect to this scheme and making these institutes centtv'* for the colhsHion 
of statistics. 

0. — Are there enougli persons for this wt>tk? 

.1. -11 you select. Now’ Rs. or Rs. 4.<10d ai’e given t>\ tie* (»ov (‘l unicnt 

and the coiulition may Ik‘ <mforceil that t\\(» or thri'c people he M'hntevl 
by the Registrar after being satisfunl as to tlu n isunjiettmcy nuiy lie er.iployiHl 
on Rs. ”»<1 or Rs. 71) tor this work. When the men are ihert' inone> will 
he torlhcom i ng, I ha\<* nev<*r lound monc> difl'n iilt \ in inattcr‘> ol tins s(til 

Q , — Do you mean that these people sliould he tialiusl ni some plmi* 
and then placed in thes(‘ institutions just as in the .Vgricult tn al ("ollcgc? 

.1 — What 1 meant was that for collecting statist iis trammg was m*{t‘s 
RiVr.v. A great difficnity is that tlu‘ imui whom wc sole« l are not alwa\s 
reliable men and tln^ information got hv them lias to hr clmrkrd hr some 
authoi-ity. 

The Chan man ; Yon w(*re speaking of tli(‘ provincial union. Rut is it 
actually in close touch with tin* eo-oj>eraiion in the districlH? 

A. — No, not even with the institutes. Though it was a very pious roRolu- 
tion that wa> pa.^sccl liy them and tin* R(*gistrai took par* in r w was imt 
given effect to. They aie distinct setiarate units now as th<*y were hefore, 
I think that is a mattei- which this ('ommittee. if necessary, can go into in 
some detail. 

Q . — To what extent is tlu' pixivimnal union a co-operative hotly? 

A, — It has got co-operators as its inemher.s and also co-operative stK’itdies 
as its mem hers. 

Mr. JlenrsfHi, Mr. Ramaswami .\yyar, ihest* statistics snjijdied hv (In* 
.Agricultural department are then of no use? 

.1. — r cannot say so. For certain purposes th(‘v art' vtuv useful, 

Q. — J)o yon wisli to have a statistics which will enalilt* yon to put nj) a 
notic*e every day as to the price of the vaiions comnuKlities such as ground- 
nut ? 

.1 . — If there is a chart or something like that put up H will he oi nsr 
of use. 

Q . — You want the price.s prevailing in England and Hamhnrg just like 
the eoinpariie.s are getting for the use of the people? 

A. — Yes. I attempted to get a chait fi*oin om^ of the (onipanii's lud tliey 
refused to give me one. ff they would not supply us how would we )h* able 
to get the information ? 

Q. — That is the point. As you .say some institute may keep in touch with 
the prices obtaining elsewdiere. Telegrain.s are avaihihle to anyone who 
subscrihes to the telegraphic bureau. 1 tliink that in the big organizeil 
markets in the northern parks of Madras the prices obtaining at Liverpool 
and other eoiitinental markets are advertised? 

A. — I think that some such thing will be useful. 

Q. — 1 think that in Bombay the dealers from whom we get articles do 
thenrselves get telegrams even from America. A’^ou Jiave no idea that these 
slatistics will even mislead the people and not serve any useful piirpos<‘? 
They are useful only to men of great experience and wide range of knowl- 
edge ? 

A. — With a caution the figures may he given. But let llie men know’ the 
priec3 that prevail. 

Q . — Then you are compiling these statisias now? 

A, — I anv not now in a position to say that. 
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Q . — You Haid that the functiou of the Agricultural department ia oonoerned 
with the investigation an to the growing of cropn and that the marketing is 
outside the Agricultural department? 

A. — J do not blame the Agricultural department. What I wanted was 
that there should Ik.* no duplication of work. 

Mr, Thomas: Have you any suggestion to make in regard to the co-ordina- 
tion of the credit and marketing functions of the co-operative movement? 
la it not ]>oa.sihle somehow to co- gird in^e these two either by giving both 
fuiictioris to a cre<lit HO<*iety or a mBc sf^iety in ev<*rv place bec-ause the real 
difficulty is in getting back the loans, fn fact the money-lender has alwayl 
been prospering liecause he takes the produce in lieu of the loans he gave 
whereas the society simply gives loans and simply waits for the money 
to be repaid. Hut the cctiiditions of life in this county' are such that unless 
|KHjple are pressed lor jiayment at the bui-vest time they will not lie able 
to pay bac’K, The movement has be4*n concentrating on I he c rtnlit side. 
Do you not think so? 

A. — It is because ol the realization of that truth that we are now trying 
to get the prcKluce. If cash is paid then it is all right. If not, i\e get the 
produce. 

. — How are you going to manage that? 

. — There is an agent of the primary loan and sale society. 

— That is the co-oixl I nation now ? 

.--^Yes. 

— D(k?s that w’ork veiw well? 

A . — Lu Karur I think it shows signs of satisfaction. 

1 think yon have* got a knowlcKlgc* ol I'anjort* and 'rricliinopoly ? 

1. — Yes. 


C- — regard to these* districts I should like* to find ont some* points of 
rural lite. In Tunjore what are the principal purposes lor which loans 
arc* taktMi by the ordinary lyot? 

A. — Discharge of prior debts and purc-lnise of cattle. 

Q , — I am not talking of the loans from the cooperative soeieties only. 
1 mean tlie loans taken from the money-lendeiN also? 

.4. — SUmm people aie transtorring the loans from one man to another to 
put it briefly. 

(J - — Why does a man first go to a sc»wear? What are the principal pin- 

|)08©S P 

4. — In many cases it is due to living beyond his income. 

Q — What do you ineludc* in that expre.ssion “living beyond his iiK*ome“? 
.4. — He does not balance liis income to the c^xpenditnre. 

Q , — Is it by eating too much? 

4. — It is not that. It i.s due to a little more of expensive habits. 

Q. Do you include highly expensive marriugc*s and other (‘eremonies ol 
that sort? 

4. — Marriages and the education of children. 

0. — Which o(*eupies the prominent jdaee, marriages or i^dneation so far 
as Tanjore district is concerned? 

4. — First marriages and then education. 

Q . — In Trichi iiopoly is it the same? 

1. — Yes. 

Q . — Are you confining your remarks to the Hrahman f*onimunitv or to 
other classes as well? 

A, — It applies to all classes of people. 

— Do the same customs prevail in other parts? 

-Yes. Marriages are becoming more costly. The main cause of the 
drain is expensive marriages first and then education. 

Q , — What is the next? 

A. — There is no other drain. 

0. — To what extent do people borrow for cultivation expenses? 

A , — That is met out of padidy stocked at the time of the harvest. 



— You arc N|Kniking of tlu* tiurastdiir. Hut wliat ilw onlmary 

tenant wljo <ultivul<‘-s the laiul from the miruftidar? 

A . — He ha.s not p^ot much sUx'k on wliuh to borrow. 

O . — Kveii he Imrrows mostly for marriages? 

A. — Yes. 


Q . — So loans are Kenerally taken ftu* ium-pro<luctive |>ur|>oses. Ik that 
right? 

A , — So far as my knowledge go#itei| '^•lilive to tnuifess it is so. 

Q , — fn that rosjKH-t there is no difference IkMwwii the Trichiiiopoly »nd 
the Tunjore districts? 

.4. — No. In North Arx^ot small loans are given for the sinking of welfs 
Init in Tanjorc and Trichinopoly there is not mneli e\jH>nditnn' incnrml in 
that way. I am sjveuking of paddy lands. 

Q . — For what do nuxst of the lalH>urei“s in Tanjoix> and Triehinopoiy dis- 
tricts raise loans? 

.1. — They are not iiiiieh indehtod. 

Q . — But do they not take loans for Bs. ItK) and Its. 200 for maniagos? 
How can they repay that amount? 

.1. — The landloid will not take ha<-k that amount fjoin them. 

Q , — In Taiijore almost every depressi‘d class family is indobUMi to the 
mirusi<lar for pcrftiiining luaiiiages and tlu\v have not got u hoUM’ exeii? 

A. — Tln^ cieditor is not keen on gelling hack the money. He has a hold 
upon the pannayal always and theiv is no hurry. 

Q.- -If he could rt'pay would not the (*re<litor get it? 

.1. -He will say where is the hurry. 

Q , — You can divide llie [leople of Tanjore into IIiiah* chis.ses. the inirHsi- 
dars, the cultivating teiuiuts ami the punuayals or tlu landless agrirultui'Mi 
lahourers. In rt*gard to thoM* ^^lli<•h class dii you thiuk is most indehUMl? 

.1, — The mirasidar. 


-Thou again it is due to marriages mostly? 
.1. — It is so. 


O is the l ate of interest that tlie mirasithn has to pay.^ 

4 — From to 12 pci’ cent per aniiiim. 

(J . — If it is mortgages? 

A. — Even on pro-notes the rate is 12 per cent and lor mortgages it is 
generally lower I think. 

Q , — The mirasidar alway.s raises on the siKurity oi land? 

3 . — Yes. 


— At what rate doe.s the ordinary ryot gel loans? 

A . — In the wet area lie also gets at 12 per cent. 

Does not the rate grow higher in cases wheiK^ the man who honows 

has no seem ri tv to offer? 

A — In svicn eases it goes even to :16 per cent. In O.athiinad, loans on the 
pledge of jewels are at rates ranging from 18 to 21 per cent. 

Q . — Gold jewels? 

A.— Yes. 


Q , — How do vou account for that? 

A —That is ‘the only tangilde asset which the crtHlitor can nM up<m. 
But that is not the case in other parts. For instnnci*, there im a jewel pledge 
bank at KuHttalai which is a private hank and the rate* of interest there is 
from 8 to 12 per cent. 8o also in Karur. 

Q — Ai*e thei'e many private hanks in the Tanjoi^ and Trichinopoly 
districts P 

A. — There are many. 


>. — Are they joint-stock banks? x i i • t' i 

L—There is the union hank and two or three private banks in Kumba- 

koiiam also. 


Q — Xn regard to mortgages w'hat is the period for which they 

contracted ? , . 

A. — The mortgage goes on for a number oi yeais. 
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(J, — Iti there not « fixed iwriod? 

A . — It iH generally three or four years. 

What (>er('<*ntage of them are rcileemwl r" 

A . — Only a very small i>erc*eiitage. 

(J . — Are they renewed? 

A.— Yea. 

y. — Does it take place eveiy- th^ee ye^rs? 

A. — Three years or five yeara or elise 'tlie mortgage is transferred from one 
sow car to another. ^ • 

Q. — Is it mortgage with possession? 

A. — Without posseaftion. ^ 

Q — What w ill he ' the percentage of the nM)i tgages w ith [>ossession in 
tile total nuniher of mortgages? 

.1, — I cannot say the exact percentage, lint the majority will he mort- 
gages without possession. For the man does not want the other i>eople to 
know' that he is indehted. That is the truth of it. 

-To wliat extent ha.s thrift l>een encouraged hy the co-operative 
societies ? 

A . — That is very difficult to an.swer. 

Q. Has there lK‘en much of savings coming to tlie co-operative societies':" 

A. — It is eoniiiig. 

The (Jhulnndti ; At pieseiit most of the village co-operative credit societies 
do not contain a ju’ovisioii loj- saxings hank dejmsits? 

.1. — llecently it has l>eeii intrcxluced. Previously it xvas not introduced 
hecause of tlie difficulty of getting money hack from the villages. 

Q — there was always a provision for a recurring deposit in fixed 
monthly instalments all the vear round? 

A. --Yes. 

— Would it he reasonable to suggest that that is not a reasonable form 
of deposit for an agriculturist? 

A. — Yes, because the agriculturist is not like a wage earner. 

Q , — It is not much use expecting him to use it? 

A.- Yes. 


Q . — The other alternative is to expect him to put money into the share 
capital ? 

A . — But it could not be got hack. 


Q . — Do you think that if these difficulties are got over much money will 
come into the co-operative societies? 

A. — There w'ill be some improvement and that would stimulate the flow 
of deposits. 

Q , — Does the management of societies fluctuate very much? That is to 
.say if the society is a good society for a few^ years does it go bad after- 
wards? 

A, -No, u good society continues to he a good one for several years. 




— If there is any serious quarrel in the village? 

-That does not affect Hie efficiency of the management. 


Q. — So, that factor would not prevent them vei'y much from putting 
money in the co-operative hank? 

A. — No. There is the Tiruvalur bank for instance. I can quote several 
instances wiiich are centres of political quarrels and rivalry; still the hanks 
have flourished and iiiaintained tJieir reputation for the past ten years. 

Mr. Thonuu : Are you aw^are that in places where chits are run the ryots 
ai'c. able to give the instalments regularly and they get a lump sum when 
tliey get the chit? 

A. — Yes, but the instancies are few. 


Q . — Is it possible to graft that principle on the co-operative system 
and thereby compel the members to save? 

A. — Oh, yes. Any number of chits are being run everywhere. 

The Chairman : Is there any chit run by co-operative societies? 

A. — No. 
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0. — They have all gut provision in their Hy-lawsJ' 

.1. — Ye». 

n — Why do they not nin ehits then? 

A. — There are some restrictions that the nuciion svstem tannoi 
6 per c^eiit or so. 

Q . — Do the provisions of the hv-lavr provide t)mt it most on the nuciion 
system? There is the piwision that the auction l>id cannot cxiHMni 6 i>er 
t'cni ? 

. A.— There are some people who run co-operalive swictics also running 

chits on their own aieount. 

Mr, Thomas: Is it not iK>SNihU‘ Uy make the eivoiKU-ativc siK'ietiiV^ run 
ihits? 

it can Ik' done. But iu plac'cs where the proinuleiK ul th<^ 
i'hits ar<>t tluMnselves men of pt»sition, tlu'v try to manage fo i un them thmn- 
selvtvs rather than make them a <'o-opei atire eoiKHMii. I have got several 
in8tnnt*es in the Trichinopoiy district. 

The (Itairmdn : They are making a <(>nsidcrahU' jnoiit out of it? 

A. — Yes. The first chit is theirs. 

Mr. Thomas: (n regard to the land mortgage hank wlial arc the wnirees 
from which it oxi)ects to get its long pericMl funds? 

.1, — Only one souice. and that is hy the issue of delient iircs. 

— What respoUvse do you exjuMt for tfie issue? 

A.- -Wo hoi>e to get good response. 

— thert' sufficient capital in India now lor long-U'rni dc|Mrsits? 

A."l ho^x^ so. Besides privaU' funds there arc also a largt' tunouiit of 
trust funds which can also l>e iiivesUsl in thos<‘ dehentnres. 

Q . — What is tiie ohjoet of tlie land mortgage hank? Is it to onahle the 
ryot to clear his prioi- debt or to iinprovi' his land'-’ 

A. — We will give loans only to such ryots wlio can rt^pay the inHtulinontN 
out of the income of the land. 

Q. — But there are some x ho.se income goes to pay only the interest on the 
prior deVits. Should you not lend to .such people and thus lighten the burden 
of intejost charges? 

A. — Sndi people are beyond ledemption. There is only one way for them 
and that is to sell their land. 

Q . — At least in the beginning shouhl not some loan h(' grunted to them 
to show to otliers the advantages? 

A. — But wliere is the seeuihiv? 

Q . — Their land is the security. 

A. — But that will not ho enough. 

— What is the .system of repayment you are going to mlopt? 

, — Payment in equal instalments in twenty years. 

Q. — It is all for twentv vears? 

A. --Yes. 

Q, — Have the land mortgage banks .started in the inufas.sal been aide to 
get much capital? 

A. — Not much. 

Q — You expect that there will he greater response to centralisued issue of 
debentures P 

A. — Yes, that is the hope. 

— Have the debentures been issued already? 

1. — Not yet. 

I find in Madras while the nidliis and the co-operative societies have 
been lending at reasonable rates of interest the ordinary labourer pays about 
75 per cent interest to the money-lender. How do you account for this 

great disparity? , . , . i ^ j-j. 

A . — ^It is on account of the large amount ot risk taken by tlie creditor, in 
giving loan to people who have no tangible property. 



Q. — But some of them have house property and even on pledge of jewels 
they have to pay .‘15 per cent interest? 

A . — There was a suggestion some time hack that co-operative societies also 
^ould lend money on pledge of jewels. One society in Cuddalore tried it but 
It was a failure. 

The Chairman : What do you think was the cause of the failure F 
.4. — The difficulty in finding a trustworthy appraiser. 

Q . — Do you say the bank did not grant loans? 

A.— Yen. 

Q. — ITie hank was aiot swindled, but they wei*e not able to do that busi- 
ness? 

A, — Thc> wer| (leirvetui about doin^ that business. 

Mr. Thattihx: Arc there ample fueiiities for the tratisiuissiou of money 
foi' inland trade? 

.1. — I do not know very much about it. 

Wluii modifications do ycju suggest in the csi-operativc movement in 
order to make it more useful? 

A . — We are trying mmlifications now. Kvery year we are trying to 
improve upon tl»e previous year’s work. Our present system of dis<i'iniinat~ 
ing between long-term and short-tei'in loams is a very great improvement. 
Much of oui difficulties in the past was due to haphazard hanking, juixing uj) 
long-Uu’ni and sliort-term loans, and disregarding the puri>oses for which 
loans were taken, though H<cording to the by-laws of the <‘o-oiK*rativt‘ societies 
we were asked to find out the purposes and asked to regulate the period 
of repayment with reference to the purpos(‘. These l>y-laws were not faith- 
fully carried out; as a matter of fact long-term loans w<‘re given foj' sluut- 
term [)Ui'[)oses and siiort-tmin loans for U)ng-term purposes. Jn the end 
we fotind that we were not able to realize the moneys advanced, within the 
periods for whi(?h they were lent. As a result of the adoption of the recom- 
mendations of the ^’ownsend C'ommittee on ('o-o|MM*ati()n tin* two things 
were kept in water-tight compartments to such an extent that it raised a 
line and ciy and Govenitmmt w'ere accused of l>eing iinsyinj)athetic. 

(^^.- C'Ould iiot some of the long-term debts he transfeircd to the land 
mortgage hunk? 

A . — In eertain eases it can he clone. 

y. — That wdil then place co-operative smieties on a better looting? 

.1. — Yes. If the debts are such that the man is not able to jiay owing 
to the shortness of the j>eriod then it c^aii he transferred to the sca iety ; 
hut if it is a debt wliich is doubtful of recovery such debts cannot l»e 
transferred to the society. 

y. — Witli regard to marketing of cro])s what mod ifieat ions would you 
suggest ? 

A .- — If we liuve got a uumher of honest people and also efhcient jicsjiile 
then it will he a success. Tlierc should also be an agency for supervision 
of those societies. 

The Chairtnatt : What is your ex|)orieiice of these federations? 

A . — Federations are veiy useful institutions. 

Q . — Have they come to stay? 

A, — Yes, in spite of all that may he said to the contrary they have come 
to stay. 

Mr. Thomas: What is tlieir function now? 

A . — It is supervision, tlieir object is to bring about a better working 
of the existing supervision units. They need not exist if the supervising 
units are efficient. So long as some of the sujiervising units are going to 
he unsound these federations are necessary. 

The Chairman : A numlier of supervising units weie liquidated last year. 
Why? 

A . — I do not know, but it had repercussions in my jurisdiction. 
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Q — What aU)Ut agritiiltural doinoiist ration sm'ietieti? 

4 — I link tho laud laortgagi* hank with agrioulturul ih^non^t ration Mxie- 
ties. The hv-laws of the land mortgage hank asks us to do so mauv thinga. 
It is |>i*int<Hl in G.O. Xo. 1K14 of ()etol>er last which has now Ikh'U made 
a model for all iniinarv smieties and primary hanks. If you read that we 
ai'e aske<l to ealrnlate the iiuxnne from the hind prop^ised t<» Ik‘ mortgaged 
and then we are asked to find out times tlie total ineoine from tlie land 
and 75 per of this figinv is the aiim up to vvhirh loans ran Ih» given. 

Q. — This amount is higger than the other limit? 

» -4 .“ Yes. tlu* other limit is 75 per etuit td the maiket value tif the land. In 

the last resMJi'l if fln‘ instalments ai\‘ not hntinoming wi* will have to go 
against the land. 'Die agricultural demonstration .scK*ietii^ will l»c aMe t4> 
inrnish us tln^se j)art iriilui s. 

(,>. -Any reason w hy tlune shouliJL in»t Ik* mort' |4i|?se demoust t at i<m 
societies y 

,4 .—No. 

.4//'. Thomas : What ai*e they doing gow ? 

.1 . — They aie demonstrating Ui the cultivator how to do the fainiing In 
the right \va\ 1>\ dmnonst rat ing l»oih and show ing him the diHeiH'nrv. 

'Hit' i'hanoam : C'oiild the ('o-opinati ve tlepartment take* over the wh<ile 
of that w<»rk from the Agrieidtural departnu‘nt? 

.4. — By all means. 

f?.- -Do .\ (>n think it w ill i>e possible for tiu' t 'o-<jpernt ivc* <h‘j>artfnent to 
take ovt'c tlie nuuk^'ting sith* of agrimdt urt* ultogethm and relieve thi* 
Agricultural dt*i)artmeiit of that purl of the woik^ 

.1. 5'es. tliat is laniig doin' now. 

Q. You think the ( 'o-operat iv<‘ vh'partment isnild look after the eommer- 
( iai side of agi ieul t ui <‘ ? 

1. It must. <*lst‘ w hat is its f un<*titm ? 

(^K Who organized tin' .society at Lulgudi? 

.1. 'khe Agricultural di'partuient hel|H'd us. 

Q. But tliev { laiuK'd to hav(‘ organi/A‘<l the s<M'i<‘ty? 

.1,-1 was oil leav'e at that tiun*. 'I'liese .socii't ies ar<‘ iU‘e<‘.ssurv to give tis 
re’inhh' inlorniation alxmt agriiiillural iin-ome. 

Mr. Th ootas : Belor^' granting a loan do yon insist on the horrovvei* adopt- 
ing improved un*tliods ot eiiltivatioii? 

.1,- 4'hal is w hat tin* hy-Iavvs state. Tin* h>-law.s ot the primary land mort- 
gage hanks also i«.‘(jnir<* that tin* ryots shouiil use only improved nn-tlnaK 
ap|)rov(‘d l)y tln*m. 

Is it neecssarv that In* must undertake to do so^ 

.4. Yes. 

II tin* ryots do not do so? 

I .- J5y summarv procedure tin* amount of the loan lain he ns oveuHl. 

('Pin* witness then withdiew. ) 
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P R K K R N T : * 

Mr. H. M. HfK)u, (Chmrnum). 

Mr. P. J. Thomah, M.A., li.MTT., fH.n. 

Mr. C. Gopat.a m.l.o. 

B. H. M. BOWBR, Esq., B.A., LL.B. (Lond.), I.S.O., Inspector- 
Oeneral of Kegistration and Bogistrar of Joint Stock 
'Companies, Madras. 

Oral evidence.* 

• 

The Chuirmnu \ Whnt posts do you happen to hold at the moment? 

A . — T am the Inspector-General of Rej^istration. the Re^ijistrar of Joint 
Stock Companies and the Regi.strar-Cieneral of Births, Deaths and Marriages. 

-Which part of your work takes a material amount of yoiii* time? 

J, — The hulk of my time is certainly taken up hy registration. 

Q — What exactly d()4‘s the work in regard to the joint-stock companies 
entail on you? 

A . — r have under me an Assistant Registrai* of Joint Stock Comiianies in 
Madras witli a staff of clerks who are teclinical men and who art^ very seldom 
transferred from that office. They practically spend all thei» life in that 
office. There are ])istrict Registrars of A. s.su ranees, who are Assistant Regis- 
trars of J-f)int Stork Companies, in the mufassal. It is in this respr'ct ttiot 
ih€i pixK^edure in the Madras Presidency is better than that in the other 
[)rovinces, where every comiiany has got to he registered at the headrjuarters 
ot the province, Homhav oi* Calcutta for instance. In Boinhuy and l^engal 
the (S)mpany has to he legistered hy the jierson going all the way to the 
Presidency headquarters even if it he at \ ery remott‘ distance. So far 
as the j)eojde are eonr^erned I helit‘ve that w(* are able to givr^ them hettei- 
facilitie.s than they do in the other provinces. In this |)ioviiue the companies 
go for legistratioii to the nearest District R<*gistrar. 

(?.— That particular work entails practically the adminisi rat ion of th<' 
('oinpanies Act? 

A . — Yes. 

f,k->'-Have you auy audit staff? 

,1. Wc have got no powm* undm* the (^impanies Act lf> audit. 

Q — You have uothing to do with commercial audit 

A .—No. 

Q , — Tt is separate? 

^ — Yes. The C^oinpanies Act gives us nothing like the power given to 
the Registrar of (\)-operative Societies. Uiis inav appeal" useful to the 
Committee. Tn liomhay wheie there* is a separate Registrar of Joint Stoek 
Banks. Mr. Afitclud has written thus in the yeai- 192o-2(): — 

t I still receive numerous applications fi'oiu sliareholders recpie.sting me 
to int€U‘fei*e in the internal management of (ompanies and prosecute the 
mapagers for fraud which they snspec^t, and it will l>e some time before the.se 
Ignorant shareholders can he made to iindej'stand that the matter complained 
of hy them does not fall within the jurisdiction of the Registrar, hut thev 
themselves liave right and powers . , , wliich they can exercise.” 

* For written evidence, vide pages 500-501, vnliime 11. 
t Vide page 6 of the Annual Report on the working of the Indian 
Companies Act, 1913, Bombay Pi’esidenoy. 
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Q - — Are the balance-shoe Ik scrntiniaiHl to any extent f 

A . — They are sorutinisiod to see whether all the items that supjHxsed ttl 
be in the balance-sheet are there, but not whether they are right or false. 

Q \ou simply as4‘erlain wluuher ilu* statements uiv there and not whether 
they are true or not y 

.4.— Yes. 

Q ' — What alK)ut the eompauie'. under litpiidat ion Do they liave t<» send 
^returns to you also,-' I tliink that in the cum' ol ('ompani<^ winding up 
voluntarily the liquidator* has to mmhI a r'eturn to yovi once iu nix months slat- 
ing the pixtgress in rt^ali/at ion of th(‘ assi*tv. I lave* \ on to sei iitinize thos«^ 
statements to any grt‘at f'xttoit ? 

A . — We have not got anv power oxcs'pl under tin* ruii's flannel )»v the 
High Court under section 21 C. It lias Ihhui rejireseiitod to me that there 
W’ould be a little mon^ eontrol over Ihtvse <‘ompunies iiulireetly along with 
their regular balance-sheet (hey wer(' forced to seinl ;i prolit ' jmd loss stativ- 
inent every year. Dnt it is not c*oinpul.sorv undw*- the Aet If tin" pis^tit and 
loi>w stiitement wine semt every year tlu' Intending investors wouUl know luov 
things stand with regard to a part i(Oil:ir joiiit-storjv }>ank. "Die lialain t’-sheef 
bj’ itselt does not always givt' a (leai* i<lea as to how things stand. 

Q . — Ftave you anvlnidx in your depaituKmt among vour assistants oi- (lie 
Rtaff tvho knows anvtlnng nhont reading a halan(‘e-she<d ^ 

4 — The luoid (dei'k was ,a It.achelor ot C\>intn( rce and s«'v«‘i*al oi my men 
have passed the act^ountanev t<'sl. Thtvse men as a rule nr<^ not nmvccl from 
that office to the registration section. 

Q . — You liave a nucUms stall hut at present none of them are qualifual 
as auditors? 

4.. — At the o resent inonunt tlier<' ar<' two men <pialiruMl as auditors. One 
has ])as.sed the Ci.D A. ('xaminat ion . ami th(> <jiher the tests in meountancy ami 
auditing. 

Q . — If titere is any fjUi'stion of (Jovmnnumi undertaking an.v audit of a 
group of cfimim'i'cial coneiMns, \our (h'partmrnt miglit hi' in a position to 
expand ami undertaki* tin' work? 

A , — As a rule w<* si'ldoni do that work oiiiselxes ami if ihioi' is an\‘ nei'd 
for an auditor as recently there was we lor>k to an expert auditor’ trvuu out- 
side. In regard to that case we have writti'ii to Afessrs. Krascr A' Koss and 
also to another audit-oi’ who lias not >(*t replir'd to tis. hi'caii^c w<‘ thought, 
that wo woul<l reeomnu'ud tlu' hest man. This particular compaiiv we eonsidor 
to be a swindle and wi' want to get to the iMdtorn of i 1 . In this partiiuhir 
case T could take act ion hec aus<' tin* luilam e-sheet itself loolced ohvinusiv ver y 
suspicious, and tludr own auditor rt'fused to give a i h ar cert ificate. fJut it 
on the other hand f had a halama’-'^hect which to all intents and purposes 
is all right T am jirohihited from taking any action agaimt the company. 
From any jiriv'ate information f may ha\e 1 laimot under thi* A't ask the 
people to explain wliether the figures are i-orrect or n-d. 

Q . — Do you think it is desirahle that there should he soim* provision? 

A . — I think it is d<'sirahl(‘, hut T thrnlv- that yon wil! never g(*t it through 
the legislature. 

Q . — Tf you find that a hank is iimlertak ing hiisiness obviously outside the 
proper seone of its business, should vou not hav<‘ the power- to st-op it ? 

A . — T think it is better for the Registrar to have the power to sto|) it. 

Q , — At jiresent he has no y>ower of cams-lling tire r<>g!st rat ion ^ 

A . — No. 

Q , — Just to turn to the (luestion of nidhis of which f think you have a 
good deal of experience, these are registered under the Companu^ Aet? 

4. --Yes. 

Q. — But they do not comply with all its provisions? 

4. — No. Tliey want refundable .shares. 

p, — The share capital is withdrawable. But they do not put down 5 per 
cent of the nominal shar<‘ valne to begin with? 

4. —No. 
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Q . — Tliefeo arx* the two main [>ointt». Another point is that they lend on 
ahare capital. That is I think not specifically prohibited under the Companies 
Act but it is by implication. If the share capital is the sec‘urity for the loan 
and the loan is not repaid the bank has no other alternative than either 
to write it off C 3 r take crcnlit of the shai-e capital against it? 

A. — That is so. But, to commence with, I rather think that the mistake 
Las originally arisen in our calling what is a deposit as share capital in the 
case of the nidhi. 

Q Would there bo any difficulty about enforcing the Companies Act? 

A , — I think that there would l>e in many eases. 

Q. — Tf it is registei'od under the Companies Act it clearly must comi)ly 
with ^he provisions of the Ck>nipaiiies Act? 

A.-^We woMii to gfve tliese people a chance. I liavo made a number of 
enquiries all round the country ana every Indian that I have met is not for 
strangling the nidhis. 

Q.—\Xhy not necessary to strangle them.^^ 

A. — If you ]>ri]ig them under the Companies Act tliat will he the result. 

Q. — Obviously thc‘ 3 ^ cannot eonu' under the Companic's Act in their pi-esoJit 
form ? ^ 

A. — They cannot. Within the past few years on acwiint of the High 
Court decision some of tlu* nidhis liave gone to court and made theii* share 
capital non-returnal)le. Thei-e are three such nidhis in the city, the Purasa- 
w’akam Pornianont Fund, Limited, and two other nidhis. But that would 
not affect, I think, the nidliis in the inufassal. 

Q . — Do you em])hasize the fact that it is possible w’ithout losing the essential 
features of the nidhi to attempt to bring it within the scope of the Companies 
Act ? 

A . — Yes in the case of tlu^ big ones. 

Q . — In the case of the small ones also? 

A You will then he uj) against the whole village opinion. 

Q — There aie not many in the villages? 

A. — In the Coimbatore district there are half the total niuii])er of nidhis 
in the wliole Pje.sidency, 

Q. — How’ many of them are there in Coimbatore iowm ? 

A Sixty or so. 

Q . — If you had another Act vou will have to administer that? 

A.— Yes. 

— Do you think there is any paHieuJar necessity for tuiditional legis- 
lation for the nidhis or would it not bo sufficient to bring them under the 
Companies Act? 

A. — The Indians are a conservative people and tlu^y look upon those nidhis 
as their own pot Jambs. 

Q. — The form of these nidhis has materially changed and to some extent 
there is entirely a marked innovation of the husinoss. The first nidhi w^as 
formed in 1858. Do you think it wull make very much difference if they w^ero 
brouglit under the Indian Companies Act? 

A. — It would make a great difference to those away from the capital city. 
That would he interfering witli their constitution. 

Q. — Has the Government interfered? 

A, — They will if they are going to init them under the Companies Act. 

Q . — It is hut reasonable that they should be brought under the Act. They 
have been registered under the Act all along? 

A.— Yes. 

Q. — How’ far hack wars that? T think that goes hack to the seventies? 

A. --Yes. 
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Q' Can you give Us somo light on tho sulijoctr Ymi that it lii a 

curioui* state oi uifuirts that ihort* is a hig group ol t^' 0 !njmiu»v> rogistiU'tHl 
under the Companies Act hut which do not comply with the Coinpaiues Act ? 

A. 1 am atruid 1 can only furnish you with intormation tixiiii when 

the Government ot India wanted a separate legislation tor the nidhisi 
thejnt»elvas, 

Q, It Is being (juoted to us that tin* (Mivoiniucnl having allowtHl this 
registration to go on tor so many years must allow it to go on indehmteiy? 
There never was any specihc (iovernment sanction. \Va^ theiTr 
< A. — There was not. They just overlooked the hreaih. 

Mr. Goixila Menon : Is there a sej>arute Act lor the contiul ol jomt-.sU>ck 
companies in other Presi<iencics ? 

A . — There is only one law lor the whole ot India. 

Q . — Is it conti'ollisl by the I nspcctor-Cieneral ot a^on or i-t theix^ 

a separate Registrar of joint-stock companies in oilier prnvimcsr 

A . — 1 cannot tell you aUnil other provinces hut in Bengal and Boiubay 
there arc separate Registrars of joint-stik'k ixunpanics. 

Q , — Are not tiio halance-sluvl'^ in the uiuta-.sal stnutinizcd l.y the Rcgi.s- 
teal's and SuleRegist rars r 

.4. — Not by the Suh-Regisli ars, hut only l)\ tiu' DiAtrn l Rt'gist i uisi, 

(J . tluve they got the s[)ecial <|Ualilicat ions lor csaininiiig 1 lu' halaiKe- 
sheets and finding out detects or arc there under ihmn tt'chn irally ipialiiied 
men to vserutinize these halainv-sheets? 

A . — My ussistanl scrutinizes what tiic l)istri('l Registrars send linn. 1'lie 
final exaiuinut i<ni takes place in Madras lor all the coiu'erns in this 
Presidency. 

Q — have no right to go into the te(lnii('al aspect of the l>alance-shcct 
because the Companies Act docs not provide tor it;-' 

A. — Tliat is so. 

wilnessi'.s who eaine lielore us have, suggested tliat this is on 
account of tlie volume ot Inisiuess and tin* diOiculty ot men who uk' not 
qualified tor that kind oi work and on those grounds the i xaminat lou ot these 
balance-sheets should he controlled by a separate oHiier. What is >our ojiinion 
on that? 

A. — They talk like tliat because (hey lio not understand tlit' Act. Wh' ('an^ 
not interi'ere with the management oi the company. 

Q. — So it is on account oi tlie detects in tin' jirov isions ot tin* present 
Act that you are haudicapiied in cliecking and exercising a stricter control 
over the companies? 

A . — Yes. 

The Chairman : From what you have seen ot these nidhis do you think 
that it is desiralile to liave a (j!overnjuent-coutn)lled auilit or would you 
pi'cfer them carrying on themselves and leave it to tin* shaieholders ? 

A . — 1 would simply refer you to my nidhi liill wliich I have sent up. 

Q. — Dot's it provide fur audit? 

A . — It provides for a certain amount of internal cliecU. It also provides 
for canc'cllation of registration, as punishment. 

Q. — At present under the Companies Act tliey have to he audited by n 
cei-tified auditor? 

A.— Yes. 

Q. — Do these certifitKl auditors supply balance-sheets which are reliable?, 
Your experience would he sufficient to form on ojiinion on that jiointP 

Pave not got tlie i>ower to find out whcllicr they aie reliable or 

not. 

— Is the present system of audit sufficiently good or is it desirable to 
provide for controlled audit by auditors who would on flu* one side conti'Oi 
and on the other side pixitect without losing their jobs on the sjiot? 

A. — I think so; the present system of audit is fair. 

Mr. Gopala Menon : Is he a permanent certificate-holder or a temporarj 
certificate-holder? 

A , — He is a permanent certificate-holder. 
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Q . — Do you provide in the new bill you referred to for inspection 
nidhis? 

il— Yes. 

Q . — Am I to under.staiui that the Registrar of joint-stock companies should 
have power to inspect all the companies in the same way? 

A. — No. 

Q . — Do yon consider that that power ought to i>e given not only in the 
ease of nidhis hut of all com])aiiies registered under the Act? 

A . — As a counsel of perfection it ought to l>€ given^ but you will not l>o^ 
able to get the hanks to consent to it. 

J/r. Thomriff: Having administered the Indian Companies Act for many 
years what <lefecls have .>ou discovered which should ho re<*tified ? 

.4.— 'J'iie one great defect is the utter absence of any provision for ascer- 
taining whether any of the figures furnished to us is correct or not. That 
is the luiidumeutal defect. 

Q . — And thcreiore you luul that if any shareholder a])proaches you for 
lielp you are not in a jiosition to help him? 

A . — I am not in a i)osition to help him. 

Q — Tlierefoie i!i the interest of the i)uhlic you require much stricter 
regulation oi tl)e joint-stock rsnnpanies? 

A . — J would not have iniicli jiiore, hut a little more. 

0, — But will tliat little more he suffieienf to safeguard the intei-estvS of the 
pul>iic? f.s it not nec“(‘ssaiy to insist on certain essential i-eciuireinents and 
rules UTid i)rovide for a stricter supervision until such time as the public 
aie educated enough to l<M)k alter themselves? 

A. — Ther<‘ is a certain amount of ])rotection in rivsorting to cointN if they 
have a case against the directors of the company. I do not think it advis- 
able to give a Govornnieiit office powei' on very slender grounds to go and 
interfere with concerns of some magnitude. 

Q . — 1 sj)eak of tlie oi'diuary joint-.stock (‘Oin])any; whether there should 
not he more provisions made in tlie Act itself in tlie interests of the share- 
hold (M‘s ? 

A. — I am not at all convinced that it would ho a good thing to give such 
dotailod power of control as you apparently suggest. 

Q. — Have you not within your experience found that the small sliare- 
liolders have often suffered and the directors have often escaj)ed loss? 

A.- -There June Ihkmi such cases. 

Q J)o not such cases on the wliole require that wo should ])rovide much 
luorc control than is at present allowed ))y the Act? 

A.' We sliould have j)owcr to know whether the figures su])plied to us 
are right or wrong. 

<?■—•><) you think it is nwossniy to havo a soparato Act for the regulation 
ot ))anks, apart from the Act regulating joint-stock companies? 

A.— I do not know why we .should have a different .system from that of 
Gi*eat Britain. 

Q.—Ave you aware that in nearly all countries exc-ept Great Britain 
the le exists sej)arate legislation tor hanks, and even in Canada and other 
British Dominions, such legislation has been made? 

^ not venture to give an answer to such an impoi*tant question. 

Q‘ found <»iit the need lor .securing the dejiositor against 

the po.ssihle mismaiiagement of the hank by the directors? 

* '4.— 1 have not got the material in my possession or at mv disposal to 
give an answer to that question. " 

you aware of a circular sent out by the Gov^ernment of India in 
1913^11 regard to separate legislation lor joint-stock banks? Do vou agree 
With the proposals? " ^ 

A.— I must say it would be presumptuous on my paiA with the information 
at my disposal in my office to answer a question like this. 

Your experience as the head of the depaiAment does not enable vou 
to answer it either way? jyi 

A. — No, 
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Q - — Do you think that most oi tho nidius in ilio Ftx'sidcnt'v arc uuUual 
benetit associat ions ? 

A . — Most of thorn are. 

Q . — You know that many nuUus, siHH'ially in the m\ifa 5 >sal only, call 
themselves so but are eoiiimereml bunks pure tiud simple y 

A. There ur<‘ some iiidhis which call tliemselves so, hvit (Iv* Uaukiiis 
business while there are some which call themselves hanks and do nidhi 
business. 

Q. \\ ouki you not like to bring ilu*se euimiK ieiul eijiKin ns whith eall 
themselves nidhis under the strieter provision ol the C'onqianies Act or under 
a stricter Act H 

.4. If this Nidlii Hill is pas.ve<l into law. ihi' hulk ol them would prefer 
to tome under the Companies A( t. 

Q . — Do you want to bring all tlie nidhis nudm* the same Ad ' 

.1. — Yes. unless ol their own a<‘<‘onl they come under the ('oni(>aui<‘s Act 
They are at perlect lihmty to (‘ome under the Companies Act making their 
share eai)ital nnn-riU urnahle. i might hme als«> mention toi- the hendit of 
the (‘ommiltee that it has Ikhoi statcHl to me that sevcml ot tlu' nidhis of 
their own accord will pielor to come under lln^ C’ninpanii's Act hecanse uikUm- 
that Act then' is })ractuailly mi eluM‘k whatt'Vei on thi'in whereas un(h»r th€» 
Nidhi Bill there would l>e some c'litMk. 

Q. — A^ou miglit romeinhcr some ol tlie mdln lailun‘s in 

A. -Yes. 

Q — Do not such I a lim es Inung Inunc l-o ns ihe nci essiiy toi' some Inrtlier 
legislation ? 

A.-- As against ihc'.e indlii failures then' wen' other failing's also. 

Q . — I would just like to ask you out' or two <|ncsli<)!is ahout I’egislration. 
Aon ha\'c. 1 iiiesmiu’, some ac<jua intanc<' with imntgages of land, alK)uL tlio 
terms and conditions of im'irtgages 

.1 . — Yes. 

Q . — For what piu iod gi'iieiudly does a mortgage i un ? 

A. — It ma\’ run fixnu one yi'ar to twi'l\t‘ years. 

Q . — Is there any d ifl’eicnci^ in that mattir Ix'lwi'eii the diilerenl parts of 
the Presideiuy? I understand that in some parts the jicriod gi'iicrally is 
thioi' years'^ 

A,— If the coniniittee wunit a statement I shall si'inl omc 

Q. — III your writti'ii ('videiico you have mentioned the running of ela 
chits? What aie the cflc'cts of those < hits? A i t' they \\oi king for the 
advantage of the people? 

A.— 1 see no reason to say that they are not. It is vi'iy much like the 
building society auctions in Kngland. 

Q . — -x^re you uwuire ol some evils connected with the running ol smaller 
chits? Is tliore not some swindling going on? 

A. — J see none heyond the ordinal y lisk of the man who has got liis 
amount at the beginning and who tries to l>ack oni later. 

Q . — These chits are encouraging the p<n)i- man to he thiufly? 

A. — I think so. 

Q . — Will it not he good if institutions like eo-op<‘rative sinieties or nidhis 
run them? 

A. — A^es, but J do not moan the prize chits. 

Q. — So you do not regard the increase ol the chit business in ( oimhatoro 
with any great alunn? 

A. — No, so long as thej are ela chits. 

Q. — In what parts of the Presidency aii- [u ize chits pi e\ ailing and what 
are they like? 

A.— There are two kinds of prize chits, one in which the man gets a 
prize and does not (‘ontrihiite his share atteivvards and the other in which 
though the man gets the prize he continues to contrihute, Ihe former i* 
definitely illegal and has been declared to he so by the High CouiA. 

Q. — But still they are being run? i n 

A , — Not by registered companies, as they are definitely illegal. 

(The witness then withdrew.) 
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Satqjrday,, 22iid March 1930. 
MADRAS. 


Present 

Mr. H. M. Hood, J.C.S. (Chairman). 

Mr. P. J. Thomas, m.a., u.litt., 

Mr. C', Ooi'ALA Menon, m.l.c. 

Mr. C. M. KOTHABtand MUHAMMAD ISMAIL SAHIB 
Bahadur^ Representatives of the Southern India 
% ^ Chanili^r of Ck)minerce. 

Oral evidence.* 

Mr. OojKila^ Mcnon : in your written ineinoranduni you liave dealt with 
the present conditions of the indigenous bankers in tiie Presidency. May 
1 know your opinion with r(*gard to the indigenous bankers being a useful 
entity in the banking conditions of this country? 

Mr. Kothari : Th(*\ are a necessity and they are really very useful as a 
factor of the banking and financing institutions. 

-Your opinion is that they should not be dispensed with as they 
afford bauking facilities to the public? 

A, — Yes, for the time being till the conditions improve and change foi 
something else. 

Q . — What you maintain is that they know mor(‘ about the conditions of 
tlie pcHiple in the villages and towns and they are able to accoinmodato 
them in a inu(‘h better manner than other bankers. Is that your view? 

A. — Yes. 

Mr. Muhammad lamail : Our Chamber contains more than a liundred 
members from the indigenous banking eoinmunity and there are many 
memhers still who have bt^n benefited by that banking system which you 
call the indigenous banking system. 

The Chainnan : 1 think your Chamber includes also a number of joint- 
stoc*k banks? 

Mr. Kothari : Yes. The indigenous hankers being in touch with the 
everyday life of the country are better able to do liusiness. 

Mi\ (Jopala Mcnon : Do you tliink that they I'etiuiie help from the 
Government in an.y way ? 

A. — It would he better if Government could give them larger facilities, 

Q. — In what way? 

.1. — Cheaper money would heli) them a great deal. 

Q. — Don^t you know that they are getting money from the Imperial 
Bank at the bank rate and in some cases one or two per cent above the 
bank rate? 

A. — Compared to what the indigenous hankers are getting in other 
countries we believe that tlie indigenous hankeisi here are getting money 
at a very very high rate of infxuest. if you take the rates of the Impe- 
rial Bank for the last twenty years you will find that for the last ten years 
the rate of the Imperial Bank is very high and ultimately it tells upon the 
husioess ns well as on the }>eople. 

Q. — Is that not the all-India rate? 

A . — Though you may think so and that it could not )>e charged. My 
Chamber feels that it is very high and that the money ought to be cheap 
and that it should pay to the producer to have it. 

* For written evidence, vide pages 515 — 521, Vol. II. 
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Q . — Cftii you any way by wltioh tnuiUi bo 

A, — Mr, Menoii, 1 think you |rih Ih' (H))ninix ^ that M>rt of tluinj a)K>ut 
the rates later on. 

Q‘ ks it po.s.sible to Hring those inditjonous l>ankors under any control 
just in the same way us tho joint-sUkk banks or the nidhisV 

Mr. MuhannnoiJ Ismail: Now, as it is, wo ouinuit <‘(To4't a Kroat oUauKO 
in the indigenous banking sysUun. Ijutor on vm sugg<>st that they might 
be -changed into giuirantois or approvcHl bankers ol tho Central llosorre 
Bank. But in tho nioaniinio and gradually they may 1 m^ askcnl to piiblinh 
their accounts which may bo audiUHl and they may Ik^ brt>ught under fiuolj 
other regulations which wi>uld increase the c'oubdeme of tlie people in tlie 
indigenous banking system. 

Q . — Have you taken their opinion with rt»gatd to tho audit of their 
accounts by a iwognized auditor? Are they •ureeabli' to that!" 

A . — This is th<* view of the Coinmitt<^ of tin' Clmmber. 

Mr. Kofhari : It will not suit us to snv \\lietUi*r have taken tlu ir 
opinion. 

Q.~~Ur. Kotliari, what T want to know is wlietboi' we (an bring them 
under control in a banking fedtuation for the pnri»ose of cK^ainig an organiw'd 
money market. They aii' in th(» villag«*s ami it is not possibU* just now for 
banks to go and establish hraiuluvs in phuM'-. where it is not possible for 
ihoin to establish. Therelore, what I nant to tirid out is wliethm' in small 
villages and towns whets* these indigenous bankers are working now is it 
Jiossiblc for us to link tin* indigenous bankcus with other hanks in the 
district and the Piesideiuy towns? 

A . — It is (tuite possilih* provith'd tlu' na^thods adotdsal ar<* slow and not 
injurious to their cr(Hlit. If you iinmt*diately adopt the audit aiuk that hort 
of tiling ])erhaps tluw may r(‘s('ut hut with more edmatiou and fa<’ilui»''s for 
cheaper money and co-ordination of the hanks llu\v would (ome round and 
feec that tlie fju'ilitiivs an* hett<‘r and they will agree to tlu* siiulit. 

Q . — Your opinion is that th<\v may he willing to snhj(*f‘t tlu'mselves to 
theses restriction gradually? 

A. — Yes. 

Q — With regard to the (‘xehangc* Ininks, tlH'ii’ turn t ion is merely to 
finance the foreign trade? 

A . — Tho export and the impoit trade of India. 

Q . — They are serving a usctul fuiietion in that way, is it not? 

.4. — Tt all depends upon tin* angle of \'ision. Tln*re .ar<' some wlio 
think that the exports of the country may la* irnpioved hy other m<*thods. 

Q . — Ts it by Tiulian-managed joint-stock l»anks? 

A. — Provided they could be made to conn* out. T]n*y are existing in the 
country but they have not tak(*n to tin* exchange 1 ms i ness. 

Q — ^Why have they not done so till now? 

A . — Unfortunately w<* are not in a position to say why the Indian joint- 
stock banks have not taken to the exchange business. 

Mr. Thomas: Are you directly in tom h with the indigenous hank<u*K and 
is your Chamber dealing directly with tin* indigenous bankers? 

A . — Tt is this W'ay. The Chamber is an institution consisting of members 
some of w'hoin are from the indigenous hanking <;ommunity also. The 
Chandler as a body does not do any snch busirn*Ms. U is the members only 
who attend to it individuiilly. The Chamber provides only tin* meeting 
place for both the indigenous hankers and the joint-stock banks. 

Q . — Who forms the majority? 

A . — The merchants are in a majority 

Mr. Gopala Menon : Do you want any re-strictions to be imposed on the 
exchange Imnks in view of the deposits thev are taking from the country? 

A. — T would wish that a certain proportion of their capital ought to Ihi 
I ndian and ought to be invested in securities in India. 

Q. — Yon are dealing in stock exchange? 

A.— Yes. 
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Q , — You must have shares of these exchange banks to the Indian 

public? 

A . — The difficulty about them is that there is not much demand for 
them the registered offices being far away. It would be different if they 
open their share transfer office.s in India. It is only then that the shares will 
be much favoured by the Indian public. To-day the investors do not take 
to the shares and the market quotations are not so attractive. 

Q . — Your objection then is that they are not registered in India. Is 
it not? 

A. — -I may put it this way. Tf the exchange banks have the registra- 
tion of Iheir shares in India in one centre either at Madras, or Bombay or 
at Calcutta it would be much more profitable for the investors to invest in 
these shares and they will be dealt in the different markets in India. 

Q. — What is your view with regard to the foreign insurance ckThpanies? 
A. — Those shares are never dealt in India at all. 

0 , — Do you want them to keep a portion of their profits in India? 

A. — Tliere is a Bill in the Assembly proposing that a certain jiortion 
of the iiremium amounts ought to he invested in some way in India. Some 
)>ortion of tlio share capital or premium amount should he invested in the 
securities of the Coverninent of India. 

Q — You say that warehouses should he established all over the country 
hy railway companies, firms and other institutions under licences and the 
ref‘oints from these warehouses should he marie available for advances from 
the hanks. What T want to know is which is the nnthoiity that should 
build these warehouses? 

A. — Poj^ihlv the Government may do it. Also tlie different eoinmercial 
bodies might he allowed to have a warehouse. 

The ('haiiinnii : Alhu'ffl to have a wandionse? 

A . — Yes. It is th is. Tf to-day soinehodv puts u]) a warehouse it is not 
recognized by any hanks, In some countries there are certain restric^ons 
put upon the running of warehouses. If there is an Act or sometliingTike 
a chock on these things it may inspire a better eonfulenee in the exchange 
hanks. But to-day the war(‘hous(‘s owned hy individuals are not recognized 
liy the hanks, 

Mr. Oofxtla Men Oh : Is it due to the fact that the pi'ivate warehouses are 
not registered oiu's or is it diH' to the fard that the presiait warehouses 
are not niicea buildings? 

I. — Not necessarilv so. There are some warehouses which are ver\’ big 
and tnicea built hut they do not inspire (‘onfidenco in the hanks, or perhaps 
the banks do not want to liave them. 

0 . — You want then some recognized body eitlier the Government or local 
bodies to build warehousas? 

.4 .—Yes. 

0 . — Then who will run these warehouses? Can you give us any sugges- 
tion P 

A . — I would rather i)ut it this way. Sir. The lailway companies have 
their warehouses open to the public. 

O . — What we want to know is the kind of warehouses that you want? 

A . — At i>respnt ]uacticallv spenking the Stnte rail wavs are coming into 
vogne and if the railwavs are taking to warehousing all the goods of pri- 
vate individuals^ the railway being a big institution, they can easily be 
warehoused and the raliway companies can co-ordinate with the ptiblic and 
the warehousing may he easily facilitated. 

Q . — But the point is that in a place like Madras there are warehouses con- 
structed hy the Port Trust and also by the railways where the goods can 
he kept but in regard to the mufnssal towns and important centres of agri- 
cultural prodiice w’ho should build the warehouses? You only referred to 
a place where there is the railway station. I mean also places which are 
far a wav from the railway station, 

Mr. Muhammad Ismail : In course of time we would like to have these 
warehouses not onlv at railway stations hut also in important centres of 
agricultural aud industrial produce wherein this improvement can l»o 
made me of hy the producers, 
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is. thes^ plac^ who aliould construct thes^^warchou'^*s p 
.-i^Tne coojwative societies in comise of tiifiie n»«v const met thoiil. 
The Government themselves can make some provision to hnihi warehousei* 
? warehouses. The mnniripnlit ies and the hH'nl innv also 

blind tnoin. 


Then who will undertake the work ol lunninfi tlu'se watx^housesV 
W ouicl you Ieas4^ it out under a licent'cp 

.4. — Yes, in tunny casi‘s w«‘ will havt' to ih) that. 

Q- Then there is another question. You will ttspiirt* deposits froju the 
people who eome lorward to run these warehouses. Wdl they he wdhnii to 
give deposits p ^ 

d/r. Kofhan : If »t is paying tertninly they will )»c witling. ^ 

Q. \ou aie tor taking deposits for running tliese waretu)ust's^ 

Mr. itnnnd JmihhI : ^es. Hut we <‘auuot bring tins into vogm* all 

ot a sudden. That is \\li\ 1 said lliat tlu' whoK* tlnug should !»<* lu eoui*st» 

of time and then il ]>eople s('e that it is juiying tlu‘v will ceriaiulv he agree- 
able to provide secinities. 


Q‘ You a ant the ch'posits made hy the jHHiple lu hanks to he secured, 
Do yon mean that provision should he inadt' for sjifoguarding the deposits of 
the public in the hanks p 

Mr. Kofhnri : At present. Sir, the Indian ('onipani(‘s Act is so )c»os(dy 
worded that the audit is not well clone. W t* propose that the audit ought 
to he a litth' hit more string^mt so that their halame sht*ets may rc»Vi*al 
exactly the tacts as tli<’y arc and them (he -a tegnn rding inaN lx* m tliat 
respect . 


Don’t you think that tlu^ halanct' slnats aic all draxen up hv the 
accountants of tlu* hanks and afterwards <>heekc<l by tin' eei { ilicil *auditorM p 

.4. — Tlu> auditors do gi\e cert itnaitc's. But the Indian ('onipanies Act 
to-day is so wordcal tliat ccutain information wlhnh ought (o have hexm 
rev(*ajed is not jex’(*ah'd at all hv tln^ lialame shi^ets. 

Q . — Have you thought of the amendments to lie mmh' in Indian Coinpa- 
iiies Af‘i in that direction P 

.4.- — If ] forget not, I think that the (‘ominercc Diqiarf ment of the 
Oovei’iinient of India has already communications on this subject of aimmd- 
ing the Indian (’ompani(‘s Act. Some suggestions arc* alri‘ady imnh* as to 
what should ix' done* in ic'gard to tin* interests of tin* dillercnt inve^stors. 
Tln‘ disclosure' ol the acc'ouiiis should he much moic* strict In ailhcred In 
and should give much more information on the Iim*s of (lie Ann‘rican legis- 
lation. til America thoiv is a U*gislation hy wliich more irdormation in 
recjuii’ed to he* given in the halance shec'ts (<» the invc*stors. 


Q . — You say in your memorandum tliat tin* Ini|n*rial Hank is coming into 
c'ompetition with tiie otJn*r hanks mainly because* ol tin* lai'gc* (*ovf‘rnnient 
funds controlled liy it. Do you not think that tin* lm|n‘rial Hank is accom- 
modating the othc'r hanks with the liinds that they have* got P 

A . — ft is a double-edged sword. If you have more hinds .nou can give 
them a bad turn as well as a good turn by giNing tin* other hanks accom- 
modation. IVTy Chandler feels that all tlie hanks shouhl he on (In* same 
standing and one alone should not he in an advaniag(*ons j>osition to the 
prejudice of tlie others. If tin* State Ikank is (*oiniiig into esistc'nce tlie 
Imperial Bank should not he given the present lacilitic's ennhling it to <*orne 
into conflict with the other hanks. 


___Xow they are the hankers of the Governmc*nt of India and they are 
expected to help the other hanks. Is that not so? 

A . — They are in the way, as I said hc'lore. 


Q . — Can you then maintain ^this statement that they are coming into 

competition with the othei bank’s? - . 

It is a fact, Sir, that the Imperial competes very larKerly with the 
other banks in the country by opening branches at places whore there aie 
existing the branches of other banks? 


Q , — Do you mean to say that the}' are competing 
in cutting the rates? 
v4.~Yes, 


with the other 
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banks 
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<>.- How? 

A . — They ha^e larg% funds, the trust property ami other funds fnim 
Government, without interest whereas the indigenous bankers have to pay 
interest on current accounts. Thus they are better able to compete with 
others. Having larger facilities and at cheaper interests they are better 
able to compete with nnyhodv. In this connexion I will give you a snial) 
illustration as to how the Imperial Bank is competing with other hanks. 
Till 19.*If) the Imperial Bank never used to charge any wunmi-ssion for sums 
below Hs. -5,000. But to-day since the beginning of 1930 for any sum 
beldti' Rs. 5,rK)0 they are charging four annas for discounting. 

Q .' — You say that their rates of dis<<^dhnting are high P 
/l.-^They arc very high, 

Q . — But the reserves of the treasuries are kej)t witli the Imperial Bank 
for the purpose of he)f>ing trade? 

.4.— Yes. 

Q . — Do you not think that they are advancing for trade during the 
slump soa.son ? 

/I TIe<-ause tliey lend at suc h time it dcH\s not mean that they are 
giving facilitic'S, They can }k‘ said to help if their rates of interest were 
cheaper. But practically s|)calcing. they are giving at a higher rate of 
interest than they should. 

But the Multan i hankers who appeared before us told us that they 
are getting advances from the lmj)erial Bank at the baiik rate. So are 
they not helping them in tlial way? 

A. — After all what is the hank rate? It is a fictitious rate. The Viank 
rate in India is not the criterion as it is in America n?- in London. 

Q — How is the money market I'ate to he recognized? 

A . — The official rate of the Imperial Bank is not the cxyrrect rate at 
which money is being borrowcHl and lent. 

Q . — Tliat is because you have not got an organized n)oney ninrket. Is 
it not? It is not due to tlic* fault of the* Imperial Bank of India. ^ 

A . — I l)(*g your jiardon. Sir. 1 would say it is not the fault of the^*^npe- 
rial Bank of India. If the inter-hank call mcjnc*v late in England has come 
down from 4 pei’ (‘<*nt to 2^ ])er cs'nt, immediaU*ly the Governors of tire 
Bank of England would come down and reduce tlielr rate of interest. But 
it is not so in this country. The rate of the Impc*rial Bank of India is 
raised or lowered in the interc'sts not of the* ))ublic‘ but of somebody t*lse, 
whether it is the Goveinment or the Governors, it is for them to say. But 
the current rate in the country is cjuite different from the official rate. 

Q — What 1 want to know’ is how you can maintain the statement that 
the Imperial Bank rate and the* lending rate of other’ banks has no l)ear- 
ing? Tm])erial Bank latc is fixed hy the head office and is that rate not 
adopted hy other hankers in the country? 

A . — Perliaps you forgot that money is like water finding its level. If 
cheaper money were available .somewhere else the people w’ould not go to the 
Imperial Bank. In 1929 end the rate was 7 per cent and the call money 
rate W’ns 2i per cent. The difference was so much betw’cen the tw’o that 
some banks began ending at 5 per cent while the Imperial Bank rate was 
7 per cent and oven w ith that rate they took hundis at 6 per cent and 6^ 
per cent. 

Q . — ^That is due to attract bn.sines,s hy competition? 

A Yes. 

The Chnirmaii : What should bo the difference between the call money 
and the hank rate? 

A. — The call money and the official rate ought to be near each other. 

<?.— Why? , 

A. — If the call money is too low and the official rate for lending is too 
high the people go for the call 'money and give it at short notice. The 
result is that the Multan is and the Marwaris do not borrow money and 
there is stagnation for some time. 

O At present they are borrowing money? 

A. — It is heeauso the call money has gone up to 5 per centr. 
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S . — \Mien was it 2| por tvnt? 

*■] No\einlx;r autl Dcri'niber la>t tuk<} lui* some iu> Maruati or 

Chetti would wiiio out for loans. It so happoiiiHl that the rvrhango raU^ W 4 »s 
coming down in busy season and the Government wanted to prop it up and 
iZ could not l>e done without raising the bank rate. 

(J . — But the Government d(M'^> not do tliat? 

A , — It is un open set ret that the Governoi-s of tho Jinpenal Bank are 
l>eing dictatCHl to do it by thq Goveriunent of India. 

Mi\ Gopiiia Menon : They are protected nndm the Ael > 

.1.— The Governoi-s of the Imperial Bank of Imlm are pnutieallv dei>eu- 
dent for their I'esourcos on the Government. 

V.~~Therefore do you muiiUimi that they are at llie mercy ol tin Fiiiami' 
Departiiieilt ? 

/I. — They tlo de[>eiid upon them. 

Q. Do you want a Imnk like lliai to l»c imule t'ntiici\ imlciHOhltoit 
*I •"] tliut is the Cl y oi tile iaud. I iu'rc ''houhl h<‘ ii v c iuiiik 

wherein tlio Govcinmeiit of liuliu should not liaw ^ xoirx* lu tlu^ police. 

Q . — Even then the (ioAernment fund will he in (he liank." 

.1. — But then tlie Go^elnmelU will not <lutate the policy. 

y. — When the Govermnent makes a large di^posu m the reserve hank. 
lK>ing the biggest (Ustomer will it not diitater 

* I . It the pt'camliU' ot tlu‘ idd Ke‘'t‘r\t‘ Hanlv Hill Ik' looked inl«) ii will 
bo iouiid that it was stntAMl tnai the liimnee pi)lK'\ oj ila* ( no ei ii mt*n t ol 
India will l>e handh'd hy tht> Uesi'ivi' Baidv. Bract nall^ sjuaking. tin* Gov- 
ernment of India will have no inlerlereiiei' m the iinaneial poluv, 

Mr, MuhnunnnJ Ismu'tf: ll will nut ami .shoidd not. 

<ii*— -With regard to tlie call money and the hank r;d4' yon say that llm 
rates should be aiiproximale a.s lar as possihhc 'I'he call nioiioy is inlendt'd 
to be juiid at a inoimoit’s noti<s*. Will it suit lor an\ hank to take call 
juoney at a late very near the hank rni<' (O is it vonr \ lew that (he hank 
i*ate is iii*l>itriii y and the call money rate i^ more oi le->^ has<'<| on the (iMieiU 
account latoh' 

Mr. Kafltan ; 'I'he eall inonev is indei‘d approximately the (oneet lali' 
at which money could Ik' hoi rowctl hy the gmu*ral puhlu- and that tiu' ofliem! 
bank rate at which hundis are discounted is too high ami that it is arhitrary. 

y. — 1 thought that the olliciai rale dei»ends on the need lor momo' l>y the 
trading public. Is it not so? 

.1. — Not necessarily always. 'i lu- otfa iul rate of th(‘ lmp(*rial Bank of 
India at times is increased on grounds wduch the Governors ol tlie Imperial 
Bunk of fiidiu alone know. But one thing is ec*rtain and tliat i«i tliat the 
country does not deinund that rate. I'lie bulaiK e-she(‘f doi's not just it v tliat 
rate yet. However, the rate is raised at time^. 

Q , — Your point then is that the othiu* l)ank-^ in the (oiiritry ariv depen- 
dent i 4 >on the Imperial Bank rate and tliat is another reason for money 
getting tiglit lor trade [unposcs in thi.s country ? 

*1. — That is a fact. 


— Y*oii say in tho memorandum that tiie Indian investor i.s loo eon- 
itervative and panicky’. That is ratlier a .sweeping remark. Is it h hu't.'' 

A , — YVhat is w rong tliere? Every investoi ought to Ik* < onservative. 

0.— Why P .... . , , 

A . — All over the world the investors are eonservative. Why should tho 
Indian alono I)C blamed for Indiig eoiiservative while the rest ol the woild 
is complimented for it? 

— Then is it due to that that the Indian investors are not investing 

their imyney in industrial concerns? . 

A, — Certainiv’ not. Because he is a conservative man it does not iiiipi^ 
that he is not in vesting money outside. 
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Q, — We do not find many iuduhtries financed by the jipople in this Pi-esi- 
dency at any rate. Why? - 

A . — You are suggesting to luo, Sir, that the industries are not thriving 
in this country and in this Presidency l>ecause, the Indian capital has not 
flowed freely in regard to tlie financing of these industries. The reason is 
this. The rate of interest from investments in other ways is much more high 
than the yield from investment in the industries would pay. 

0. — Is it not due to the fact that the money is dear? 

is. Money is very dear. » 

■ y.-^You liave made reference to hoards iii'^your written memorandum. Do 
you think tliat there is any considerable amount of money in hoards? Can 
you suggest any method by which we can attack this hoarding system? 

/I. — 1 would suggest one way, that is, if the general public lie educated 
enough, if the whole of iliis propaganda be in the vernacular, if the balance 
sheets, cheques and the accounts are in the vernacular the people will under- 
stand more of the facilities and they will come forward to invest their funds, 
'fo-day the position is this. Excepting the few places where English is knovvn 
by the people, the geneial public* does not know bow transactions arc going 
on. Tlie cluHjUC bus to be written in English only and the man should not 
write it in Tamil. If the itonacnlar of the country is made the language of 
tlie dift'eient institutions, for tlieir fia lance-sheets, accounts and cheques and 
all other things the general public who know the vernacular will go to 

those institutions and tlieir inohey will be coming out. 

(j>. — That is not the only remedy. Is it not on account ol tlie money 

l>eing dear in the* conntiy? 

A. — Yes. Hut, liecuuse the fac*ilitic?s to the geneial jmblic arc not so good 

as they slioulcl be, money is not coming out. I will qualify my henteuc.;© 

thus. 

(J . — By the differont bonking institutions? 

A . — By the institutions and by everylKxlv . To-day it so ha]>[)ens that 
the banking institutions luivc something like a clicHjUe in English and the 
man very naturally liaving had no knowledge of the cbeciue or a IcKik at 
the baiaiu*e sheet In* will feel shy of the institution. 

Q — That would not solve the problem of bringing down the rate of inter- 
est. Asked why the capital is not flowing to the industries you said tiiat 
the peoples can find more profitable investments elsewliere which would offer 
them attractive rates of interest. You want industiues to prosper in this 
country. IIoav can we attract money to the industries? 

Mr. Muhainmad Jsinail: Luck of facilities is a cause for the money ac- 
tually in the cnnintry not flowing to the industries. Another of the causes 
is of course the con.servative spirit of the people. It is an ancient social 
custom of the jicxiplo to invest money in jewels. I do not think that the people 
for a vei*y long time to come would give up the habit of wearing jew'els. Why 
they hoard money is that tliey do not feel secure in investing their money in 
other ways. It lias to he granted that there is not much sense of .security 
amongst tliose people wlio hoard the money and we have suggested means 
to overcome this want of conlidence amongst the people and for making 
them invest their money in hanks and industries. That state of affairs 
will also require the better education of the i>eople. Much depends on tiie 
state of education of the people, the sense of security in the country and 
various other causes too. 

(J. — Is it due to luck o^ education? 

A That is one of the causes. 

Q. — It is so in rural parts particularly? 

A. — Yes. Further they see somewdiere some banker failing and that aiiife 
to their distrust of banking institutions and bankei*s. 

Q. — Do not the i>eople inve.st in Post Office Savings Banks and Cash 
Certificates? I presume those are made out in English? 

A. — The vsystem of hoarding has not in any way appreciably decreased 
in spite of this facility. But with fui*ther increase in education and with 
the development and popularization of the hanking system, this System of 
hoarding may decrease apj^reciably. 
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& .pother tU^g you say is the laxity of control over ioiiU*stt»ck baiik^ 
IS Prebideneyf How do you luatniaiti that)' 

A — Hoi-e the administration of the Act is merged la some other depart- 
ment, tlm Registration Department, and this leavtvs tlie Uegistiur very little 


time to spare. In Bombay and Calcutta the Act is udmiaistored I 
rate department altogther. 

O . — But is it administered by a separate Begistiar:- 
A. — Yes. 


a Kcpa- 


O. But will there be cnougii work tor one separate depurtineut? 
A. — 1 lielieve so; I think j^libre wiU be sufficient work. 


Q — {I because they are scrutinizing the balaiue 
them properly Y 

A , — They are not doing it jiroperly hoi'e now. 


suhniitted to 


O . — Have they got sutheient knowledge to scintinize the sheoUP 

A. — My iuiormutiou is that they are not so nualifK‘<l with n*card to tiad«» 


A. — My iuiormutiou is that they are not so qualifK‘<l with n*gard to trade 
customs and so on. 

Q — go YQH ill ink a 3Scj>aialion is necessaiN P 
A.— Yes, 

Q . — Do you think tiio creation oi Investment 'Iriists would ciicomage 
investments and lu‘l]) tiie industrial growths 

A. — The Investment 'rrusts would help llu' people to in\est ihcir tunds 
and they will create more confidence l>ecaUse tlnbr invest numts arc in various 
groves, so nuicli so that if tht‘re is a li»ss in one. tiint will be maile up by 
jjrofit in the others and ultimately they are (’xpected to make veiy good 
profit in the investnumts. 'this will induce more and mori" invivsl ments. 
The InvestnuMit Trusts have got that special knowledge in selecting avenuivs 
for investments which the ordinary man has not got and they will be able 
to offer him exjiert advice. 


0. — But that is heing done hy the lianksP 

A. — You mean in England, 1 am told that such InvcstnKMil Trusts are 
abundant in Scotland, 

Q, — Can tlie witlidiawul ioriiis of savings bank accounts be made iiegulia* 
bleP Will that attract more money into .savings lianksP 

A. — It will attract more. 

The (^liduinan In that <-ase wliat will be the distinction bi-twei'n u 
cheque and a withdrawal lormP 

A, — There will not be any differcnci- csccpt this, that is, ilu' with- 
draw'al form of the savings liunk will be marked ‘ Savings liaiik .Xciount 
on the face of the form. 

O.— What is the distinction tiicn betwc(‘n the twi) ac<‘ounlsp 

A. — In the cuirent account the intmest is cuh ulatcd from day to du>’, 
hut in the savings liuuk account if yon diaw iietwoeii the IDth and the 30th 
of the mouth they do not allow any interest. 

Q , — 1 know of cases wheie interest is calculated on tin* daily balance P 

A. — My knowledge is to tlie contra r>\ 

0 . — Do you say that it is an es.sentiul feature? 

A. — Only then can they aflord to pay such good rates of interest on 
savings hank accounts. The drawings out of tlie savings laink accounts 
ought to Ik? limited also as far as [)ossii)le. 11 it is lialile to 1 m? withdraw^n 
often then the bank will have to keep sufficient funds to iiumT the demand. 
In that case they cannot afford to pay 4 or 4^ per cent interest. 

Mr. Gopala Mcnon : Bo you want post office savings bank accouuU to bo 
operated upon by means of cheques? 

^ A. —Yes. 

t. Q. — Do you think that practice is prevailing in any other country? 

A. — If it is not prevailing in any other country I see no reason why we 
should not adopt it. 

. — It is being practised in America? 

. — That only strengthens my contention. 

Q. — Then it will help trade a gcxal deal? 

A. — Surely. 


I nVCstllKMlI 


The 
cheque 
A — 


bit w ei'U 


see no reason why we 
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Q , — Now withdrawals from savings bank actounts am allowed only once 
a w eek P 

A, — I think *o. 

Q . — Do you want any other amendment or modification to suit the 
convenience of the retail trader? 

A , — At present money c'oming into the post office savings banks arc not 
available to trade at all. 

O.—Do you want that savings hanks should allow others to deposit moneyt 
in the a< counts in the name of the depositofP 
A . — Yes. 

0 . — Do you \vant post office savings hank to bo jssikmI in the vernacular? 
.4. — Yes, there are certain countries where they are issued in the verna- 
culars. 

Q. — Nt>w the co-operative societies have got savings accounts and 
('o-operiitive societies are increasing in number. Will there be any collision 
between the two? 

A. — The co-oj)erative s(Kieties only touch a fringe of the population and 
there are ample scope for iioth. 

0. — You want them to work side )>y side? 

A. — Surely. 

Q, — Do you reineniber that the need for amendment of the post office 
savings bank was urged liy the Habington Sniitli Committee who said 
“ We recommend that the (jlovernmeiit of India should examine 
how fai', notwithstanding the admitted administrative difficulties, it may 
bo possible to irnjirove the jiresent proc-edure for the deposit and w ithdrawal 
of money and to increase the miinber of post offices conducting savings bank 
business”? 

A. — Yes. 'I'liat makes our recommendation for amendment stronger. 

Mr. TfiOiNds: Yon lia\e s[)oken about tlu* exchange* l)anks continuing 
in Jiuiia and the necessity' lor bringing them undc'r .some control. How* 
were they able until now to get a large share of the Indian depositors* 
money F 

A . — Only the exchange hanks offer facilities for financing the import and 
export trade of the country and most of the impoi*ters and exporters being 
Europeans they generally deposit their moneys wdth these exchange banks. 
Indians also who export or import goods feed a moral obligation on their 
part to place their current funds also in these banks. 

If you want therefore to get more deposits there should be Indian 
exchange banks? 

A . — I would very mncli like to have Indian managed exchange banks^ 

Q. — Do you think there is any possibility of such banks coming into 
existence in this country in the near future? 

/l.-“There was already an attempt made l)y the Tata Industrial Bank 
but somehow^ they were not able to succeed. Hence they were amalgamated 
with the Central Bank of India. 

Q . — Are you not aware of Nattukottai Cliettis managing exchange busi- 
ness with other parts of Asia? 

A. — They are doing exchange business with Rangoon, Singapore, Colombo 
and Malaya, They do not do this business independently but through the 
exchange banks or their branches. 

Q. — You do not look foiwvard to Indian bankers starting exchange banks 
in tjje near future? 

A . — If the competition of the present exchange banks is reduced it'irtli 
be possible. Now^ there is a ring of these exchange bankers and they do not 
allow anybody else to come in competition witli them. 

Q . — If you have Indian exchange banks and if they are patronized by 
all the Indians then surely the^- will be able to stand on "their own legs? 

A . — Yes, but wliat is want^ in that case is some facility for those banks 
and some kind of i*estriction on the foreign exchange banks. 
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O . — What restrictions F 

A . — For the safetv oi the depositoi's it slioiild W laid down that a certain 
I>orlion of the deposits should l>e investeil in India. Their hnlance sluMds 
at present do not reveal what |>ortion of their deposits or inxestinents are 
Ht India or elsewhere, 

O — How do you know that? 

A. — There is a cry at present that their iuvesiinents are not nvade in 
India and they have not ehallenped till now the accuraey of that statement. 
Hut in this wnnexion we have to say that we are not in any wav vnnninjx 
• down the services they have done to the country. 

Q . — With regard to insurance conipnnios do you think that Indian 
insurance companies have come to that level of idheieney and confi<lemv 
which would ennhlo us to rule out the foreign in.su coTitpanieN'* 

,4, — itli all the emphasis at my command 1 <‘an say they have isuue to 
that level of efficien('y and c'onfidence. 

Mr. GofMilo Metion : Aie they gradually coming into comin'loitm with 
foreign insurance companies? 

A . — They are. 

Q . — Tn that pase in course of time their huslne'^s will he wipcsl otttp 

A. — H\it why not a<'celerate tlu‘ proces.sr 

Mr. Tho7i\afi: Do you know what part of the money cijliotted hy the 
foreign insurance companie's is invested Ln India ? 

4 — Very 1 thiniv. Their halance sh(‘ets do not disclose what petuni 

amount tiu'y have invested in India. They <h) nf)t .show in thedr reports 
nhat portion ol tlndr investments nia* in India. They sav senne tnnd.s ni'<» 
investfHl in India l>nl do not say exactly how much. I tlnnk a major portion 
is in\ested outside India. 

Q . — I suppose yon are in a position tn give ns some diTuiite information 
as to the export and import trade of tlie country with a view t«> bring out 
the neces.sity for the improvement of the marketing fm illtir sr^ 

A . — My chandan’ would snr(‘ly suggest ilrat tlnne should he lw‘tter market- 
ing facilities for a nnnd>er of crops that are grcvwn in tin* country, I'm* 
example there is a very good harbour at ('orhin and there shmild he a market 
for tea, eopra, rubhru and pejrpin* estalrlished there, I'hert* being suf h big 
ciops their auctions may bo conduct<Hl similar to tho^e of C'olomho. 

Q . — Yon would like to have organized inarki'ts as in (‘olomho? 

A.— Yes. 

Q . — Do yon think such organized markets will (uiuhlc the Indian f>rodueer 
to got a liigher price? 

A. — It will en;il)U‘ him to get at least the market price. M ]>resent Ire 
lias to lely on the exi)oiter, he does not know whether Iris goods arr* apjrnr- 
eiated or not and whether he is to extemi his prodner* At tins juncture 
1 will say something of tire tanning industry. It is the most important 
industry in this Presidency; other provinces are a’so ((urcerned with this 
industry. This industry employs men from tlie lowest class of soci(*ty to die 
highest. Most of the raw hides are produced hy people who arc callc/l 
Chamars (Chiicklis) w'ho form one ef the j>oon‘st classes. The raw skin or 
the raw hide passes from tire primary purchaser to the foieign csmsumei , 
through different hands. First it is collected hy small middlemen or ])etty 
mercdiants. Then it comes into the hands of higger collectors. A good 
quantity is then being sold to the exporter of raw skins or hides lor being 
exported in raw form. The rest goes to the Indian tanner and is taniied 
and exported to other countries as tanned skin.s or bides, A good jiortion 
of the output of these tanneries is sold against firm orders and their value 
is got by drawing hills on letters of credit. The remaining portion of the 
tanned articles are being sold in auction in London. 

*Q , — Could you sav how at the various stages the industry is financed? 

A. — The small collector pays cash to the Chamar and in his turn gets 
cash from the bigger collectors or merchants. These mei'chants sell, for cash 
or on credit for a few days, direct to the exporter of raw skins or to the 
Indian tanner ; or in many cases they send their goods to mandies for sale 
on commission basis. This is the raw-material portion of the tanning 
industry. 
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0. — Are those merchants independent persons? 

A. — Some of them are independent merchant*. Thoae who collect direct 
from the Cbamars are the petty merchants and many of these small collectors 
get standing advances from the hig merchants, some of vrhich big merchant 
also get advances from either the tanneries or mandies. In return for this 
advance, the goods have to he sent only to those who have paid the advances. 
Sometimes the tanner also attends the shandy himself where these raw 
skins come for sale and makes* his own purchase for cash payment. Some- 
times, some tanners buy from mandies on credit. 

Q — What is the difference in price from the time it loaves the hands * 
of* the Chatnar till it i*cachcs the hands of the foreign exporter? 

A. — From the time it leaves the hands of the Chamar till it goes to the 
tanner or the exporter of raw goods the difference will ordinarily be 5 or 6 
per cent ; but it may be still moi-e sometimes. 

A parallel to this can be found in the cotton trade of Bombay and Madras. 
In tlie Madras Presidency the cotton that is produced is tw'o-thirds of that 
in the Bombay Presidency. The cotton market of Bombay is one of the beat 
organized markets. There the farmer does not at all sell to the middleman 
hut sends his goods on to the broker who sells it at the auctions at the 
East India Cotton Association. The cotton that is brought in is tested and 
the strengtli and length of the fibre and the quality are found out. Hundreds 
and thousands of similar qualities are auctioned at that place. Thus the 
producer by taking it direct to the broker avoids four or five middlemen. 
The farmer knows also what exact price he gets for hi.s produce. But it is 
not so in the Madras Presidency. Here the merchant does not know exactly 
what price he is getting and what is the prevailing market price. It is one 
of the functions of the Government to lielji to organize a market. 

Q — Was it the Government that organized the ('otton market in 
Bombay ? 

A. — In the very early stages the merchants started it but the Govern- 
ment came to tlmir lielp and acquired for them the hnilding.s and the placH? 
to build godowns. 

Q . — So von want the market to he organized? 

A. —Yes.’ 

Q . — What is the noiinal size of a tanneiy in this Presidency, I mean how 
many persons are working in an ordinary tannery? 

A. — An average tannery lias about 80 to 100 men working in it. Thei'e 
arc also tanneries in which there are 200 to 1100 workmen. In the Madras 
Presidency we can say it is more or less organized. 

Q . — Most of the woikcrs in those tanneries belong to the depressed 
classes? 

A. — Yes. most of them aie Chainai-s. 

Q , — Do you not think that these tanneries will come under the Factories 
Act? 

A. — No, because no machinery is used there. Moreover it will not he to 
the advantage of anybody, either to the labourer or to the industrialist. 

Q , — In the case of the tanner does he work on his own capital or on 
borrowed capital? 

A . — A portion is his own capital and a portion borrowed. For example 
if a tanner produces 500 tanned skins per day ho requires a capital of about 
Rs. 1,25,000 to Rs. 1,50,000. In that case he will ordinarily get about 
Rs. 40,000 from the exporting firm or mandi, which amount is called 
standing advance. That secures goods being sent only to that particular 
exporting firm or mandi. Besides, the exporting firm or mandi pays to 
the tanner as goods-advance anything up to 80 per cent of the probable 
market value of tlie tanned skins and hides, on receipt of the railway receipt 
with regard to the regular customei's, and on the arrival of the goods with 
regard to others. Most of the tanners do not get any facilities from the 
hhfikei-s at all ; they mostly go to the mandi people or the export houses. 

0. — These moneys are advanced and borrowed on open accounts? 

A. — Yes. 

Q . — Why not these accounts he converted into hundi transaction? 

A. — If the banks are prepared to discount the hundis more freely it eon 
be done to an extent at least. 



Mr, Gopala Menon ; You think it is quite possible that a certain portion 
of those accounts may ^ conrertod into huiidi transactioujiV 
^ f Imperial Bank discounts freely onlv the hundii 

tendered to it by the Multaxiis and most of it is done Innau^ie of the lattera* 
personal credit. 


Ifr. Thomas: You have mentioned in your memorandum the luck of 
irarehousing facility. What kind of warehouse do you wantK 

.“—Warehoii^s the receipts of which would Ih' relied upon — wan^iouaes 
which do not belong either to the purchaser or the seller. 

Q , — Supposing we create warehouses of that natui'c could vou stiengthen 
• our bills of exchange through that? 

A . — It all depiends on tho facilities you give?. 

Q‘ 1^0 not the Multanis and Marwaris accept the hundis proceeding 
from these people? 

Their rates are very high for each and t‘verv hundi coming up like 
that. I would rather much wish that warehouse facility should W had with 
a hundi. 


Q' Kven in England tlioro is the discounting and the accepting house. 
Cannot tho Multanis and tlio Marwaris 1 k' trained to develop into hill 
hroker-s P 

*4., — They are hill brokers to a large extent, 

Q — they not more money>leiiderK than hill hiokersr 

A . — It IS the other way. Multnni.s pniilcnlarly are more hill hrokem 
than money-lenders. 

P. — Do yon mean that they are dealing in accommodation hills a goml 
deal? In other countries the difference between tlu' !ull hrokei*s’ rate and 
the discount rate is so little whereas in this; country it Is so high. Why? 

.4. — The difference is 3 to 4 per cent hero in India sim]>ly lu'cause along 
with this tJie Mnltanis and the Marw^nris are doing otiior hnsinesH. To 
compensate for their risk they are (‘barging a higher ial<‘. 

Q. — Could you not reduce it? 

A. — It depends on the security. It is only something like a Innidi. It 
lias not been supported by any otlier thing, not even 1>> a warehon.se voucher. 
But in England or in America if a hill broker is to invest money or give 
money he will alw'ays do it along with tho warehouse rec'eipt. If the security 
is more they may reduce the rate. 

p. — So facilities are the most important — the erection of warehous<^ and 
the creation of proper security? 

A, — Yes. 

p. — In that way also we may reduce the disparity between the bazaar 
rate and the discount rate of the hank? 

A. — Earlier we had been talking about the oflicial rate of the Imperial 
Bank of India and the hundi rate. Either the actual rate of lending in the 
bazaar is much higher or in some case.s it is low^er even. I should rather 
think that it is never lower, 

P— You were saying that tho call money rate was lower than the hank 
rate? 

A.— Yes. 

p. — About ten years ago in Bombay the bazaar rate was much lower than 
the Imperial Bank rate? 

A , — At times it may be so. 

p, — Any way by the Imperial Bank raising its rates the bazarr rate 
cannot alw^avs be affected? 

A. — It ail depends on the trade then. If the trade demands more the 
rate of the Imperial Bank will have no effect at all. 

p,_So how could you make the bank rate in this country more effective 

and more useful to the country? . . r 

A. — Now the Imperial Bank of India is looking only to the interests oi the 
shareholders and not to the interests of the country. 
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-The Governinent has to manage it for the intereats of the country? 
-My Chamber has all along been saying that if a State Reserve Bank 
controlling their credits, their currency and their finance independently 
of the Government of India would come into existence all these difficulties 
would be obviated. If the country can have such a hank the present difficul* 
ties would certainly go 

Q . — Even if we have a Reserve Bank, som^ of the difficulties about having 
proper commercial bills will not immediately go away unless we create the 
necessary securities. Do you not think so? 

A . — That of cotirse is necessary. * 

Afr. Alahonied latna'd: The Reserve Bank also will go a great way to 
bring about those facilities. There should also he some kind of co-ordination 
between these bankers. All that can be brought into being only by such a 
Reserve Bank. 

Q. — Unless we prepare our indigenous hankers and stimulate the joint- 
stock hanks and also improve our own financial methods how could we 
utilize the Reserve Bank to the fullest extent? 

A. — When it comes into being tliero will ho some regulation that if they 
are to he hankers tliey should conform to such and such rules and legulation. 
That will inspire confidence in the people and so the facility will he lielped 
to expand and hanking Avill become more and incix^asingly popular amongst 
the people. 

Q — 111 regard to the regulation of hanks do yon think that the present 
rides regulating joint-stock hanks arc ample? 

A. — No, Sir. 

(h— Do yon think that tlie Indian C’onipanies Act is sufficient to guaran- 
tee the interests of the depositor? 

A. — A bettor audit is necessary. 

Q , — Could it not he brought under a new legislation altogether, say 
under a neiv Banking Act? 

.i. — Yes, just like the Aineri(‘an Banking Act. 

Q . — Suppose we piescriho a niinimnm of capital for a hank to begin 
work. 

Air, Kotharl : ft will ho a handieai) in the earlier stages. 

There are so many small hanks which are not functioning properly 
and wlii>ch are injurious to the people as they have not the necessary credit. 
In the West ('oast iiarticularlv there are too many small hanks. 

A. — I do admit tliat something like a safeguard may ho desirable, hut in 
the present conditions of the country such a step may not he justifiable, 

— Why should you not have big hanks with branches all over the 
country ? 

A . — If there had been scoiie certainly a big hank would have come up. 
The smaller banks themselves are struggling and stiiving, 

Q , — Ts it not due to the fact that our rates of interest are still keeping 
so higli? 

A . — 1 personally l>eIievo in one tiling and that is conditions do not favour 
existeni'e of a big hank in remotest corners. The (onditions may change 
by the spade work done by tlie smaller hanks and later a big hank may 
come into being. 

Q . — Supposing we prescribe a certain qualification for the directoi-s and 
also lay down that one man should not be director of more than two separate 
hanks ? 

A , — There is a convention like that. There is also a qualification for the 
directoi' that lie should take so many shares and if a man is the director 
of two hanks or more, the secrets of the hank or hanks may he disclosed by 
Pirn and hence the convention that one man cannot he the director of two 
bimks. 

“Is that convention respected now? 

L. So far as I know there has not been a single instance where a man 
is the director of two banks. 

0.— Do you mean joint-stock banks even including nidhisp . 

A. — I am not speaking of the nidhis. 
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Q, But they ccMue uudor tho Indian Coinpauieii Act? 

A , — They are limited c'oiux.'iuh, that is all. 

Q' They have ^oi to conform to hU tlm requiremetu^ of the Indtun 
Companies Act? 

A.— The iiidhis are exempted from wrtaiu clauses of that An and those 
clauses ai'c the most important clauses. 

Q . — The nidliis lone really to conform to the sections c»f tlie Indian 
Companies Act htit th(\v claim to have c'xoinpticm in ic'jiard 1o ccotain 
sections. The Government do not attre^' to tliai and the Act is stdl in 
.foix*e though the Government may not have exercised then pnucr unde* 
the Act? 

/I. Ihe fact that the (lOVernnuMii liaAC not i'\c rc ised an\ power shown 
that they have granted oxemption. 

Q. — The Indian Companies Act lias pracUcally nothing to sav in logard 
to reserve funds P 

.1.— No. 

Q . — The hanks always keep a knoivc' Innd to guarantee' deposits at any 
time if it finds it necc'ssaiy to pay haek the deposits. T'lu'rc' is no provision 
for that in the Act and iminy hanks do not have snliieic'id re'sc'rv»« funds 
at'cumulated to guarantcH' the depositor. Most count ries excepting Knginnd 
have rt?gulalions in regard to that? 

A. — The convonlion is that particular institutions kec')» tlieii resonni's 
in places where it would 1 k' most hc'iudicial to thc'in. 

Q . — Hilt do they l;e('p llu-ir reservessi^ 

A. — There are lianks which kec'p a leM'ive hind ol Hs I erore though 
there is no provision for the same'. 

Q . — At any time tliere might Ik* a run on any hank and lailnrc' of one 
bank may meaft the failure' of a nnmher ot iianksr' 

A. — Aly Chamher wcjnlil not like* to have any eontiol on the lescnvc' jis the 
hanks are only in their initial stage. What will happen if >on have a 
check on the reserve? ft w ill all hc' invested on Govco nnamt .sec'uril ics. 

Q . — Wo want first of all a certain timoimt ol cash reserve' and liquid 
assets ? 

A. — But tiien they wdli not he ahlo to nmke tinything on the les-erves. 

Q — Which is inoie important — the resources of the luink or the safety 
of the public? 

A, — Safety of the public is equally important. 

Q . — Does your Cliamher expect that our country wdl liarn by thcf 
experience of failure? 

A. — I did not say as much as that. I am not talking of the nidhis. 
My Chamber does believe that the directors aic? capable (d saleguarding 
the interests and any further cheek on that would practically he a 
handicap. 

— And yet new countries like Canada have developed hanking consi- 
derably. Are you not aware that many hanks do not leserve any part of 
the profits ? 

A. — My impression is, Sir, that they always take a huge portion of their 
profits to the i-eserve. 

— J)q yQu think that most of the sharelioiders do not take any personal 
interest in Uie matter and should not the Government guaiantee the interest 
ot* the depositors? 

A. — I would not like the Government's interference in the matter, 

(The representatives then withdrew but were re-called on Friday lltli 
April 1930 . Mr. Al. A. Muthiah Chettiyar, n.A.. was also piosent.) 
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The Chairman : You are the Secretary of the Hide and Skins Merchants’ 
Association ? 

Mr. Istnail : 1 am one of the honorary secretarioito 

Q . — VVliat is the present position of the tanning industry ? Does not 
the Hides and Skins Merchants* Asswiation include l)oth dealei*s and 
tanners Y 

A. — Yes. 

Q, — 7*hoy ai e luostiy lK)th 

A, — Yes, there aio iiieiiibers who are purely tanners who tan raw skiux 
and hides and send the goods up to the niaudi people or to the exporting 
houses, 'rhero are other ineinhers who are merely inaiidi people who sell 
the g(K>ds of tanners on coniniission basis and then again there are other 
members who are exjmrting them for sale in tlie London auctions or sell 
direct for linn ord<*rs. 

Q . — Dill fii^st of ail tlieie are the skins anti hides tanned and sold in 
South India itselli^ 

A. — Most of them are not sold in South Jndin. 'J'Jie got)ds wliicJi are 
genenilly sold in Soiilli India are for the pui’poses of water buckets for 
the agricultmists. Such buckets are generally purchased for casli. Then 
some leather is consumed for h(H>k-l)inding. Mostly they are also sold for 
cash. In certain cases it is for short credit also. Dut such sales aie 
small. Some are also exjnirted to other jiarts of the countiy as C’alcutta. 

y.*— How does the tanner actually get rid of the goods y Does he take 
it to tlie shaiuly liiniselfr^ 

A . — If he is a small tanner and does not want to engage tJie services 
of a middle-man he takes it to the shandy himself. On the other hand 
tliere are big tanners who sell only a portion of their output for internal 
trade and such people sell to tlie small merchants. 

(J).— And tlie small inercliant mostly takes it to the shandy? 

A . — He keeps it in his shop for sale or takes it to the shandy. 

-Cji. 

Q , — The tanning is confined to veiy few localities? 

A . — There are many places like DindiguJ, Tjichinojmly, Coimbatore, 
Madras, etc. 

Q . — There are also a very large iiumher of tanners in the neighbourhood 
of V^aniyamhady ? 

A. — Yes. Madras is also a big tanning town. 

Q . — The distribution is done liy the small merchant? 

A. — Yes, tlie distribution for internal consumption. 

(i?.— WJio puts up tlie money for distribution? 

A . — The tanner sells for casli, to the small inercliant. 

Q . — And the small merchant, does he work on his own capital or does 
he borrow ? 

A. — He has to find liis own caiiital. 


Q . — Is tlieie much lending in tlie trade? 
A . — There is not much lending in the tr 


A. — There is not much lending in the trade, of coiii'se, tliere are some 
credit dealings hut the generality of cases are for cash only. 


Q . — So tile shoi)-keeper has to pay you cash and he works generally on 
his own capital? 

A.— Yes. 


]. — Would it he possible for him to borrow, if necessary? 

1. — P'or borrowing he should he known to the people and then the 
question arises as to who is prepared to advance him money. At times he 
does borrow money on the security of his landed property an 6 in certain 
cashes on his own personal security. But he does not get mud6 money that 
way. 

O . — The hulk of the output of the tanneries goes to the European 
markets ? 

A. — To the European, American and Japanese markets. 

S . — ^Where is it most? 

. — The major portion goes to London. 
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Q , — At whose expeu&e dues it go? 

A . — An average tanner who tans about 5<)0 skins |H*r day I'tx^uirus tt 
capital of about Hs. 1,50, (KX). A i-onsiderable portion of it will l»e niveiaUHl 
iu buildings and a small portion as lixetl •tandiiig advance the lalxiureis. 
A certain j>urtion is requirwi as floating capital lor imrclnisc of raw 
materials. A tanner wbo invests K.s. 1.50.(K)0 gets from llic c\iM>rting 
house about Rs. 50,000 as permanent advance. This also is put in the 
business. Ho tans the goods and these are railed to Madras meetly. I am 
speaking of the export tanner who sends his gocxls for ^sale in the Lomlon 
^auctions. As soon as the ex|K>rtmg house reetMves the rail rtsvipt tliore 
is a fixed rate of advante that is given which tlepends on tiu' (juahty 
and the probable market yalue ol the goods. This advaiuT amoimu t<i 
anything up to 80 per (ont of the prohalile value of the gmid". Wiili tins 
advaiiw the tanner again jjurehases raw skins to he tumu <l. 'I lie giMaJs 
are shipped liy the e.xpoiter ami all the expenses are nu*t hv the taiimr 
until the goods are sold, 'the tanner has also Ui pay warehousing ihargiss 
for the goods in London. Altei* the gtKids are .sold if tlien.^ is any surplus 
then it is remitted to the export house and that house dishurses the amount 
to the tanner. 

— The exiiort house is paying advance to the tanuci on the setuiit\ 
of the goods handed over to tliem !" 

.1 — XlK'i standing advance is si'curtHl on the tannery hiiil(lmg> 'Ilit' 
first .security is the goods and ihe inovahh* property, (hen tlu' liinnery 
buildings. 

Q . — Is tliere any inoilgage? 

4 — Yes. Further in many cases there are moi (gages ol other fuopci iieM 
of the tanner also. 


Mr, Kofhdri : 'I'here is one disadvantage m tliis i vstimi of the sinj>p<‘r 
advancing money to the tanner and that is that he has practically spiaiking 
the absolute right of disiKising of the goods manufucf ured by the tanner. 
The manufactured goods should go through liim only ami the latter has ii|» 
option of going to another sliipi>er or anotluu exporter. 

Q — If he has to go to another man, he has to clear Ins del>ts ; js tlml 

not reasonable? . , , v , 

4 — Yes, hut the difiicuily ol tlie tanner is tliat In* is tn*d down to a 
particular man who will fleece away all his prohts. 


Mr, (ioiKflii Metion : lias the Hides and Siiins .Merchants' Assoi lation 
thought of relieving the tanners from this sad state of things? 

/f With regard to this standing advance there may h(‘ industrial hunlis 

which can advance the money. 

Q What I want to know is whether lie can get lair juct>mmodat)on in 

Tong as the financial position of the country is wliat li is lo-day 
there is not much scope for improvement. At (iresent the lianking woild 
in India does not believe in immovable property. 


The CEairman : But that is the result ol experience r 
A —Yes it is true to some extent; it does not pay bankers to inn 
industrial concerns. Industrial concerns siiould lie ionsulered to 
and money should l)e advanced on that security us collateial secunt.x N 

they do not do it. 

ICu^LL'hem'not'o do It" They have heen able to get Utter way. 
of utilizing their money. 


. — Is money scarce? 

.—That is the cry of the country. 

Mr. GopC^ ilienan; What die 

advanced money on landed piopei y . j lender generally to 

‘k' “ 

tfaie% the lender is safe. 





Mr. Thoinas : Were >ou urging that tiie baukb i>hould give loans oa th© 
security of land that the tanner may possess in the uiufasoaii^ 

A, — Aa additional or collateral security they can advance money on 
that also. 

Q . — Do you thiuk that these long-term loans should *3© advanced by the 
ordinary joint-stock banks? 

A. — Indastriul banks would suit better. 

Mr. Oopala Menon : There in a great deal of linanee that is wanting now 
between the time the goods leave the rnandi and reach the exrmrting houses?* 
A.— Yes. 

Mr. J small : 1 mentioned to the Committee only that section of the trade 
which wnds tlie goods to the London auctions. There is another section 
which sells direct to firm orders. 

The ('hair man : The tanning liiins are selling their goods chiefly througli 
firiiis in Madras? 

A. — \"es, ilie.v are not exporting it themselves. 

Q. — Are there not some linns that are doing it? 

A. — 7 ’ho big tanners are doing it, but the ordinary tanners are not 
able to do like that. Tlie latter made use of the Madras market or the 
mandi to market their goods. 

M r. 'Thomas: What are tlie iiitonvenieiices of these standing advances? 

A. — These tanners have to export their goods only through those export- 
ing houses. The feeling amongst the tanners is that if they are able to 
wait some moio time they will bt? able to get better prices. As it is the 
goods have to be delivered to the export lionse and they ship it when 

they like. 

The Chuirmati : But cannot they say wiien the goods ought to he sold? 
A. — No. At times the exporter here or the seller in England may 
comply witli your lequcst but not always. If you have not received any 
advance from them you cun ask them to wait but they may say the}' want 
the money badly and sell the goods. 

Q . — But il the man is a sufficiently solvent poison ean he not raise 

credit from a numlK*r of diflerent sources? 

A. — Unfortunately in India immovable industrial security is of no value 
for raising linanee. 

Q . — But lie is able to get the standing advance? 

A. — Y"es, he gets the standing advance on the goods and 011 a small 

[lortion of the immovable property. 

Q . — But to what extent is he nailed down? 

A. — The ship})er has practically speaking a monopoly of the business 

and as it suits him lie charges exorbitant rates of interest. 

(J . — What is the rate ho charges? 

A. — Niue per cent. 

. — Is that a flat rate? 

. — Y"es, 

. — But the rate is a matter of credit? 

. — Y^es. 

Mr. G opal a Meiw]\ : There is the man who collects the skins and takes 
them to the mandi and there is the mandi man or the small merchant who 
takes it to the tanner and the tanner takes it to the export merchant. Each 
man gets a shai^e of the profits. Is it not possible to eliminate the first 
two and cannot the tanner collect the skins and hides dii-ect? 

A. — It will not be iiossible because there i.s no regular market from where 
he can purchase the goods. The quantity obtainable at each centre is very 
small and he cannot aflPord to pay the railway freight and all other charges 
for going and purchasing. 

Q . — That means that you will have to organize regular markets at each 
of those centres? 

A. — Y^es. 
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Q‘ ^nd down yonr own njiont^ do the srronndutit 

merchants ? . 

send at present their ajcents to <'ertain plac'cs to get the 
skins and hides, especially during certain festivals. 

Q. Just as the exuort houses in groundnut scud then* agents to huv 
the raw material and then decorticate it, the tnuinu ics iheinseivcs send theiV 
agents to collect the raw materials? 

A. Some of them send their agents to coded raw skins nt certain 
^^sons of the year w’hen skins can l>e oldnincd in greater nuinUin's. 

Q’ thing is developed you can <‘liininate a little lot 

of wastage, and for that you only want a little more tinam lal }H*lp^^ 

A. — Of cou!*se financial help is necessary, 

Q’ 'T'hen do you not think that wc can r>»ganizo tlu' imlnstrv as a 
whole? 

"A.-y-Of course we can organize it on a heltor scale, lint then we aiv 
speaking of the tanning trade now and tin* tanning trade reudv 
after the ]Oircnaso of the raw materials. 

Q. WTiat I want to know is whether the tannery (mti got iIjc 

raw material ? 

A . — Not always from tlie primary producer. 

Q , — Are there jiractica! difliculties in that:-' 

A. — Yes. 

Q . — Can you not send yonr agents? 

A. — The cost will lie iniu'h more tluin the (omniission, 

Q. — What T want to g(*t at is why yon (auniot organize it in the different 
places near the tanneries and try to prevent any soi*t oi wastage. 

.4. — The co-operative system in areas which jjrodmv' a largi* nnndx'r of 
skins or hides might he tried. These skins or liides might ht* hiought to 
these societies and kept there aivniting a hotter market. 

The Chainiian : What is the extent of the Ma<lras IcciIum- supply com- 
pared with tile Txmdon market? 

4. — T am not in position to give the figure.s, 

Q . — What proportion of the skin auctioned in l.ondi^n is Hiipplied hy 
Madras? 

4. — I do not have the exact figures now in hand. Hut India’s jdace is 
an important one in tin* su[)ply of skins and hides to tin' world. Our con- 
tention is that the world cannot do without Indian h'alln'r. 

Mr. Thomas: In India the supply from tlie Madras T'tcsidcncy is tln^ 
most important, is it not? 

4 . — Yes. 

Q . — Why should there not he an organized nuirkct in Madras itself ho 
that the firms in London ('an |>u rcha.se here? In that ( asi* you can cmite 
trade bills and raise money therehy instiad of having to go in for advan(*<»H. 

Mr. IKothar] : A parallel is foun^l in the cotton nunkid (»f Irulia. Horuhay 
is a big cotton selling centre as well. It forms a laiilv gt>orl portion of tlio 
import trade of England bec ause there are faeilitit‘s of markf't ing and ware- 
housing at Bombay. Evei'y market irom tin* (’ontinent and Knghind is 
buying cotton in Bombay. In the same wav it is possiljh*, if tin* faeilities 
^re being afforded, to create a niark<*t for liides and skins in tlie Madras 
Bresideiicy and anybody wlio wants to buy should eomc »l own to Madras 
to buy. 

Mr. Muthiah Chettijjar : What does Hs. do to Rs. 10 ( tores rejiresiuit? 

Mr. Muhammad Ismail : It ri^presenis tlie gross value oi skius and bides 
and leather articles produied in the (‘ountry. Tliat inehides not only tho 
tanned skins and hides but also the leatbei- ariacles. such as, slioes, boo^, 
buckets, book binding, etc. All these put together are estimated to bo 
about 40 or 50 crores. Deducting the value oi the <*xf)orted raw skins and 
hides they have put it at 35 to 40 crores. 

The total value is about 50 crores of which the value of raw mate- 
rials is Ks. 9 crores and tho rest is the value of the tanned leather * 

4. —Yes, 

O.— Out of this 35 to 40 crore.s how much goes to Madras? 

4.— About 85 per cent of the total export of India is from Madra«. 
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Q. — You say raw hides and skins come to 9 crorm. I suppose atl^&ese 
nro fully exported P 

Q . — Besides that, the export of tanned skins and hides from Madras is 
7 croresp 
4.— Yes. 

J . — So a major portion is consumed in this country'? 

.—Yes. 

P.— If I remember right it is only 5 per cent of the total in the wh^ 
of India that is consumed in the country? 

A . — It takes into consideration not only these export tanneries — 
Madras tanneries are called the export tanneries for purposes of finance* 
These mainly manufacture for export to foreign countries. But there *are 
other small people. This tanning industry is also conducted as a cottage 
industry in almost all parts of northern India. 

Q . — I take it that a good portion is used for local consumption in India. 
But is it as nnuli as this? 

A . — With regard to the Madras organized export trade a major portion 
of the output is l>oing ex})orted but there are other people; there are the 
Chakliyas for instance who soak two skins in a week per head and manu- 
facture soles or buckets. There are millions of articles that are manufac- 
tured in that way. 

Q . — My contention is this. You say that tlie local consumption is about 
30 croros. But that cannot he based on any correct basis and that has 
been accepted by exjx^rters also. 

.4. — The Indian position is strengthened in this way. If England pro- 
duces 100 skins or hides she consumes all the 100 pieces and imports further 
leather for her own requirements. Therefore there is no quantity to spare 
in England. But taking India’s |>roduction to he 100 skins or hides she 
is able to sfiarc at least 20 skins or hides. Therefore the sinplus quantity 
in this country is much more than in any advanced country in the world 
and so India’s position in the world is predominant. ^ 

Mr. Thomas’. The conclusion is that we should have an organized rlTarket 
in Madras itself and thereby we may do away with the difficulties of 
marketing and financing? 

A.— Yes. 


The Cha'nmav : Why not that he done? 

A . — Because there are no financial facilities. 

Q . — Am 1 to undei’stand that the tanneries are unable to raise the capi- 
tal to build godowiis for marketing purposes in Madras? 

A. — With the present financial help that they leceive it is not possible 
for them. 

Q. — So far as the financing aspect of it is concerned I presume that 
the banks can do that? 

A . — The banks are not doing that. 

(). — The banks, I presume, aix" providing the financing of the export? 

A. — Yes. That is used up for sending the goods to London. 

Q, — If you had your own auction locally the banks would finance that 
also ? 

Mr. Kothari : If we had auctions here in India, the banks will finance 
and they will go on financing even the internal trade. 

Q . — Why not they do it? May I take it that it is due to lack of funds? 

A . — It is due to lack of facilities also. Something like an incentive 
should be given by Government. 

Mr. Thomas : There is a Cotton Board for cotton in ^mbay. In the 
same way have you not got an association here? 

A . — There is an association here, the Skins and Hides Association. 

0. — What initiative can they take? 

A . — In Bombay the initiative came from the Government itself. There 
were the brokers on one side, the exporters on one side, the dealers on one 
side and the Government on one side. 

Mr, Mtithiah Ckettiyar: About this export trade what is your latest 
demand about it? 



Mr, Mahomed : If the tanning industry faili pitjtection i« ab«o- 

luwy neeees^. The rate of protective duty was 15 per cent. But it wa* 
reduced to P%r cent m lf>23 and the tanncne® are demanding the 

restoration of the duty to the original rate of 15 per cent. 

The Chairman : Duty on what? 

• exj^rt of raw skms and hides. The idea of the tanneriee 

all the materials should he exported in the tanned form as far lui 
gitoible and with regard to this particular industry it is also possible to 
•l^u^ a very good portion of the raw materials into tanncsl or manufac- 
tured form because we have got an industry nlready esltihlished in the 
country and shown its capacity for expansion during the \Var 

• hfr, Miifhiah Chettiijar: After the reduction of the dutv has the total 
export decreased P 

A , — After the reduction of the duty the i»roportion of the tunnrd to the 
raw exports has decreased. 

Q. — You saj^ that there are about 500 tanneries. Has nnv tannery broken 
down P 

A. — There are many tanneiues which have l>een closed down. Kven now 
the whole tanning business is in a depressed state. 

Q , — If the duty is again raised to 15 do you think that the raw hidoa 
in Northern India would come over to vSouthern India? 

A.— Yes. 

n — Were they coming before when the duty was 15 per cent? 

A. — The duty was allowed to remain at that only during that period 
when the whole world was depre.ssed in trade and it was not given sumciont 
time to show its benefits. As soon as the world trade was restojed and with 
it the tanning trade, the duty was cut down. 

Q — Would your association approve of a cess being levied in place of 
the duty? 

A. — Provided it is as fixed ns the export duty and it is only on the 
export of raw skins and hides. Of course we would rather mudi prefer the 
cess to 'be in our hands than in the coffers of the Government as that cun 
be used for conducting the auctions in London and building wuirehouNcs. 

0. — Can you not tan the skins and hides cbeajier here? 

A. — India has got certain facilities and is trying her Ix^st to eompeto 
with the foreign countries still. She has not left off lier attempt in 
competing with the world. 

n — What is the necessity then to export raw' materials? 

A. — In si)ite of all this, there are the vast financial facilities in other 
countries which are not available in India, that is, their cnjmciiy for masH 
production. They have also protective duties. If our tanned articles are 
being exported they are taxed. The other States protect their own indu(i> 
tries even if the relative merits ho inferior. 


Mr. Gopala Mcnon ; In the matter of the tanning industry can you cite 
any instance? 

A. — Yes. There is Germany. Germanov is allowing our raw' hides free 
hut she is taxing our tanned hides. Originally America was buying our 
tanned skins and hides. It w'as 30 or 40 years ago. For some time America 
took it into her head to buy only our itnv materials and not our tanned 
hides and she wanted to foster her own indu.stry. Hence she levied a duty 
of 33i per cent on tanned articles. It was only after she established her 
industry that she cancelled the duty. Another reason I may tell you, Sir, 
is the exchange, the present financial poli(‘y of the Government. 

Q , — ^You you are making an advance to the mandis on the production 

of railway reesfifipts? , , . j i. 

A.— Not advances to the mandis. The mandis are making advances to 
the tannei^ on the prcwluction of railway receipts. 

Q. — Have yon experienced any difficulty in making advances on railway 
receipts, the goods being taken delivery of by the execution of an indemnity 

bond? , . X XV. 

A,— There may be a few cases of mala ftdes. But then in most cases there 
i» no complaint in regard to that and the goods turn out to be as they were 
expected. 
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You spoke of tlio competition between the exi>orting houses. Whatever 
competition there might he the handicap is there. They have^got an under- 
standing that the trade is to be done only on such and such lines. There 
are of course sufficient number of exporting hoitses. I also beiong to one of 
the exporting houses. I am a tanner as well as an exporter and yet there 
are certain conditions which are imposed upon the tanner. He cannot have a 
commission for the goods once he gets an advance. They have to be sold 
in the ordinary course of things, I wanted to tell you all the facts as they 
are. 

Another thing is with rogaid to the advancing of money on mortgage of 
landed properties by banks. There is some reason on their part also feeling 
rather shy because there are the formalities of the nmrtgage to l)e gone 
through and they cannot lay their hands on the properties for default. ^ If 
there are some more facilities with regard to these perhaps they may come 
forward more freely to advance money on such securities. 

Mr, Muthiah ('hettUjar : What do you think of the ecjuitahle mortgages P 
Do you think that this privilege should lx* extended to other countries or 
afe least to important coun tricss? 

A. — We would welcome the extension to important tow’ns. 

The ('hah'-mari : In which capacity would you welcome that? 

A. — In the interest of the country' as a whole. 

Mr. Kothari : If equitable mortgages are ijitroduced in all the import*ant 
I)lace.s, them that will become a negotiable .security and from one place to 
another more money will he coming at a cheaper rate. 

Q. — Tlien are you not creating a considerably iiiore unregistered mortgage 
debt P 

A. — To create a registered mortgage debt is at times delicate and at times 
inconvenient to the man who wants the mortgage and l>eeaiise of that he 
does not do that. But that would not he the ease if equitable mortgages 
were allowed in big towns. 

J , — That will enable him to borrow from two persons at the same time? 

1. — When equitable mortgages have been allowed in Madras why cannot 
it he allowetl in the f)ig towns? 

Mr. OoiHilu I\lenon : If you wore a hanker would you advance on equitable 
mortgages P 

A.— *-Yes. It has been comeded that cnpiitahle mortgages are better 
securities than registered mortgages and are easily negotiable and the man 
who wants a loan getvS it easily without much of inconvenience and the stamp 
duty is saved. 

Mr, Thomas: Would you mention the towns in the Presidency where it 
could l>e introduced? 

A. — In almost all tlie municipal towns, 

Q . — You have in your memorandum stated about the necessity for indus- 
trial banks. What kind of industrial hanks are you thinking of and how^ 
do you propose to start tliein ? 

A. — The industrial banks in different countries are given advanc*es by the 
Government of those countries and they give long-term loans to the different 
industries. 

Q . — Have we got in this country such long-term investment awaiting the 
formation of industrial banks? 

A, — Practically speaking, the whole trade in hides and skins does require 
long-term loans. 

Q , — Do you know that in Germany the co-operative hanks and certain 
intermediate banks finance such industries? But have you got the foundation 
on which to work in India as in Germany? 

A . — In India unfortunately the local banks are not very many and those 
banks that are working at present are only exchange banks. Personally I 
would say that they are for the export and import trade alone. They do 
not care to go into the manufacture or inland trade of the country and 
therefore the necessity has not been thought over. But if their registered 
offices were in India and they had the interests of the country they would 
have by now started industrial banks. 





Q- ^WouW you hare th© banks themselves start them or ti»o Government ? 
^ould mtjch wish tna't some of th© rapitnJ comes from the Oovorn* 
ment and hy way of shares or del>entur©s and then there qan lie a 

double wntrol bv a Dilator appointed hy the Govorninent and two Pii'oetors 
elected by the shareholders. 

O. — Oil what terms should the loans Im> tiiven -^ 

A.*— Those aro ctuostions of detail and may l»e leit to the mam who a'anta 
to organise an industrial bank as he would lx? l>ettor able to do that. 

^ Q . — Have any industries failed? 

.4.— Some may have failed. But that may lie duo to several eaustis. 

• — In Germany the intermediate hunks have experts who go thnmgh the 

industries and select those which can be hnancfsl and then tbo advanivs uie 
giVen. Can it he done hero? 

4 — Iji same way here al.so yon re<tnire a enreful exanunulion of the 
industries and the methods. 1 mean that thestv hunks are not going to !«» 
blindfolded in givipg advatu'es. They also will have experts. 

Q . — Have you thought about the relationship l>etwe<*n the Besorve Bank 
and the other existing hanks? 

4. — Wo have already practically said that we do want something like 
a Reserve Bank w^orking directly with the other banks. We have already 
replied that question. 

Q. — T am not speaking of the necessity for a Reserve Bank but the pon- 
sible rtdationship of the Reserve Bank and the existing hanks. Wonhl yon 
bring the whole thing into one system? 

4.- — 1 would rather wish that nil the ca]Htal and business of the bunks 
must be recognized l>y the State Reserve Jfank for the loans to be given to 
them and these banks should be working for the Reserve Bank. As a parallel 
1 may say that tlie Government of India is putting large funds iiiUi tlu' 
Imperial Bank of Jmlia without interest. In th(‘ sanu' way tlie State Besi'rvo 
Bank may give at a low rate sums to the banks. 

Q , — In w’hat way could the Reserve Bank’s funds be made availabh' to 
the Indian banket's called the indigenous bankers? 

4 — Tliat is a very difhcmlt question to an.swer. 

Q . — Have you thought of the possibility of starting Investment Trusts? 

4. — Yes, they should he started hy |>rivat<‘ cfTori and sucli eoncmns are 
very good. 

Q. — In the opinion of the Chamher would it he better to have one 
Reserve Bank lor the whole of India w ith branches in the Proi imes or 
sejiarate Reserve Banks and to have one Federal Reserve^ Board? 

A. — We could have only one Reserve Bank. 

Q. — Have you thought of the possibility of one or two provinces domi- 
nating in that c^ase? 

4. — The interests of the wliolc country w ill be safe in the liands of that 
one Reserve Bank. 

Q. — In what way would you increase the scope oi the savings hanks? Is 
there any chance of having more savings banks started in the mufasMfil? 
Is it possible to leave the work of conducting it to the village patel or thc^ 
village munsif? 

A . — have not thought about it. 

Mr. Mxithiah Chetfiyar: Yon say that Industrial Banks would give 
liberal loans to investors for long pericxls. Do yon think they will able 
to attract long-term deposits? 

4. — I think so. 

Q. — What is the period of the long-term loan that is requirefl? 

4. — I would consider it from 3 to 5 years. 


Q . — Can you get deposits for five years? 

A.— Even if you do not get, as soon as some deposits are withdrawn 
others will be coming in. 

(J . — For what purpose do you want these long-term loans? 

4. — Just to finance the industry. 



it to IImboo tho indtuitr^ fof* Uio pordiMe of goods for nuuiti* 
isctnro or for lizod Moots m oroction of pfawi Mid modiuier/i oic*f 

A . — Hooter for fii»d copiioK 

Q , — Do yoti not think that inonoy roqnirod for fixod cMital oxpo^tnro 
liko buildiDM and machinorj ohould bo raiood by way (d oubocnptioiio of 
aharo CMitaT? 

A . — Tho major portion can bo raiood in that way but a omaM porticm, 
say, 30 to 40 por cent, can bo raised as loans from industrial banks. 

« 

Q . — ^That will mean that the public hare no confidence in that concern 
and th^ are not prepared to invest their mone^ in that concern? 

A . — The |>uhlic may not know the prospects of the concern so well as an ' 
industrial bank. Such is the basis of the State Aid to Industries Act jiko 
by which the Government hopes to advance loans to industries. 

0 , — May 1 take it that these industries are not able to get their capital 
in this country? 

A— Yes. 

(The representatives then withdrew.) 
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Mr. M. A. Mithiah ('hettiyab, u.a. 

Rao Bahadur T. M. APPU NEDUNGADI Avargal, 
B.A., BXm Calicut, 


Oral evidence 

T/i f' (^faihiunn : Wliat ik yonr \ iow on tiu' qiioslion of inort* 

ga^o > 

A . — Our short pxporioiu^' of that for iho last tliioo yours in MadraH has 
Ikhui that it often a'nds in trouhlo aiul wo havo to go tt) oourt !»> Tocovor tho 
money. It is ^iwiy to got tlio iitlo-d*H*ds and transart the* huNiness liut llu> 
diffu'ulty (sunos when you (all liack tho luoiu'y. .Ml sorts ol talsi' oontontionH 
are set up and you Imve to go to (ourt, 

O . — Do you think it is w ise to extend it to tho niufassal:'" 

4 _.-Tlion tho same* unsatisfactory situation will <'ontinu<* tliore* also. But 
it will ho lM*neh(inl to hom^st pe<ipU‘. Pn<h*i ihf* presont oinuTrist ancon 
unless people are very cautioun they run .sonu* risk. NenortholoHX I am 
for e.xtcnding it to the mufassal. 

Q . — Would it ho possible to extend it for moitgug<* ot lands in tin* vil- 
lages ? 

A. — Yes, it can ho extended to all parts, smnlloi towns and ov(*n villagers. 
In the villages it will U* «‘a.sior to tmd out who is the real owiuu’ and got 
other information oivsily. As it is in Madras it is v(‘ry diiti« ult and when 
the money is sought to la* taken hack ail sorts of plt-as an* hrouglit in, Th<»re 
are also encumhrnnco certifualos which would help the lt*nd«*i . 

Afr. iiopithi AIfnoti . That a|>plios in tin* case of ri’giMtorod mortgages. 
Is it not 

A . — III ih(* caw* of H-^gi.stered mortgag4*s if you give tlirc'c montiis’ noiite 
to tho jiaHy then you Mdl the property. 

Mr . Afui h i ah (*heff lifiir: Is that common.^ 

A, — Yes, that provi.sion must he made. 

O.— Do the l>orrowor.s agree to siu'h conditionfi? 

A . — Wo havo got a numlier of mortgages like that. 

The ('halrii\(ui : What Is your view on tlu^ question of the Keserve Bank? 

A , — There should he one Reserve Bank for the whole of India, and if 
there is no objection the Imperial Bank can 1 k‘ mad<‘ the R(^st*rve Bank. But 
in that case the Imperial Bank .should not compete with the other joint 
stock banks, as it doe.s at present. 

Q . — At present the smaller joint stock banks arc helped to some extent 
by the Imperial Bank? 

A. — They do not do so unless Government paper is deposiknl with them. 

0. — Do they not rediscount hills? - 

A , — ^They do not rediscount our bills, although we are one of the good 
banks in the Presidency. 
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iff. (/ofMila \fenon ; Tn it yon arc competing with the Impenal 

Bank h 

A . — I do not know that. Formerly they were Accornmodating us to the 
extent of Rs. 15 lakhs on the strength of the stock of gold we had in the West 
Coast hraiiches hut they have «top|>cd it without sufficient notice. If they 
had stopj)ed it gradually we would not have Uen much affected. They 
have now left us in the lurch. 

The (liaH'miui : Do you do very much husincss in holding on pnKlucer 

A , — On the \Vc*st Coast particiihu ly we do fmsinc'ss in pepper, cepra an<i 
otlier Malabar produce. We are also here financing the groundnut trade. 

O, — On what exactly do you lend r 

4. — On groundnutic brought actually into our godowns. * 

0.- And not on chK iiments c<iveriiig them P * 

A, — No, They come with tht‘ dcxMimcMits from the mufassal and take 
delivery of the goods and keep in our godowns and we advance^ money to 
thoin. 


Q . — Does tlie goods pass out of your bunds before yon receive money? 

A. — W«* do not lead unless the customer sliows an iriwoverable letter 
of credit from some buyer in I,#ondon, Marseilles or Hamburg, 
y.- "How inuc'h pc*rcentage do you lend? 

A . — Wo lend to the extent of IK) per cent of tiie value. 

Q , — That financing is a very shoit-tc'rm loan? 

4 — Y<‘s, (‘Specially in Madras. We gc‘t back onr money uitliin 1(1 days. 
Directly the gocMls are shipped and we gtd the sliijiping chKUiiHMits wc> can 
raise* money on tliat. 


Q . — Do you finance on your own capital or do you go to other banks also 
for accommodation? 

/I.- -We generally finance on our iwvn capital. Sometimes wo go to other 
banks (\sp(*<iaily when there are no steamers coming for some time. They 
lend us to the extent of 50 per cent. 

Q . — Yon have much current ac('ouni business? 

/!.— Yes. 


? What do you think is the result of the abolition of the stamp duty? 
There is a slight inipiovemeiit in the iiuiiiIkm* of accounts. 

). — Tliere is no large difference? 

1 Not much. 


O . — 1 suppose your deposits are short-term? 

.4 .—Ordinarily for one year and two years. We take in for shorter 
periods also, say for thri*e months and six months. 

0. — On the strength of that you would not }>e ))repared to lend to indus- 
trial concerns for say five years, etc.? 

4 — We never giv(' long-term loans. 

Q , — What is your view on the ciuestion of the Industrial Bank? Do you 
think it is possible? 

4 — I have long bee'll of opinion that it is only llie Govemmeiit that can 
finaiu'c industries at low raU*s of interest for long terms. The joint-stock 
banks cannot do it liecausc^ their deposits are for sliort ]>c*riod%. Vfid giving 
long-term loans on this basis will spell disaster. 

Mr. Thomax: Do you think it practicable to start industrial banks? 

.4, — If all the shareholders wish it, it can l>e done. It depends on tho 
shareholders. If they subscril^ed the capital the bank can l>e started. 

O. — What is its prosjiect of making profit? 

A . — There is a good prospect. 

Thu Chairman: What nliout this groundnut business? Do you think 
that jou are apt to lie let down? 

*4. — No. It is a safe business for during nine months in the year there 
is demand for groundnuts. 

Mr. OoiMila Menon : Do you not find a slump this j’ear? 

.4. — Not serious. The price is fairly good. 

The Chairman: A pretty big firm failed recently? 

A , — ^That was due to fraud. If there is no fraud then the business is a 
safe one. 



O, — In it lu eiwuiHutc irautl?* 

.!. — WKo^vim' In iuu*rej»to<l tii tht» giKnls uikI tho Nhipiu<*iit Niuiuld W very 
careful. Theu thei>» will not Im? much mx>jh» for fraud, 

Q — Tiiat is iKuniil up ■with iinotlu'r tpu'^fion. iho possibility of fiuHiuiiig 
on railway rcxxoptsF 

,4. — Yes, iKxipIo rail u<mkIn and bimi:: llu* railway rcMviptii and wo lend 
money on those ixHxdpts. 

0 . ~ltut llu' < vHisi^nw c an take d<‘ln <M> on an indotnniiy IhokI K 
0 A. — But >«>u may know the party noli and troin his piwnms deaiin|^ 
you can judge as ix‘gards tin* man and advamx' the niiincy. 

, ,1/r. Mt’Hiin : Wlnu is your view on the .subject of tlm railway 

r^-oipt-s Uung made tiogotiiiblo r 

.i». — It is difticuh to sny that ofl-baink Thcio will U* lunic risk iu that 
(‘uso, bexauso y'ou may really not know wbotbe^r the stuff ihal is tiuid to 1»0 
in the railway is ibc' same stuff. 

Q — Dq you want a liaukcr's lu ii t<) bo t n atcxl on rad rcvcipt>.? 

A— We are doing it now\ As .soon as we tinance^ on a mil retH»ipt wo 
write to the stat lonmnsler saying that we b:n o the icseipt with ns and 
have advanced money on it ami b»' a( kn<o\ ledges uv eipt of tln.s letter, uud 
says our lien has b<‘en ri‘gisiere«!. 

Thf‘ Chitinnan : Are yon a member of tlu‘ rleanng bom e 

A. — No, AN e send out ( be<im^ to tlu' P. d' O. Bunk w ho cluar it fur u», 

Q. — Is that sat isl iici orv r 

A^Yes I 

Q, — Have \ou applied tor admis^ton-' 

.1.— No. 

Mf\ Muffinth ('hcttiijnt . Von said that if the Imperial Bank ia made iho 
j'csorve hank it siioubl m>t do rommerrial busims,H? 

A— Yen. 

— Now the Tiriperial Bank has got nearlv 200 brancdiea throughout 
India, and thtpy ati* lielpiiig the movc'inent tlie crops and so on. If tlie 
Imperial Bank is made tlio Heserve Bank is then' any other agenrv to take 
tip that bu.siness? 

A. — In the course of a fen ymars some of tlic big joint-Klock banks will 
Ihj able to take its place. 

-That will take time? 

-The Imperial Bank should take into its coufidmim Home of the bjg 
joint-stock tiaiiks and they should he helped to fill its place. 

The ChanvKUi ; By rediscounting bills? 

A, — Ae.s, by rediscounting bills and by giving credit fmitit ic*s. 

y(r. Muthiah (lirfiiyar . Yon want fbem to rediscount hundis and nKo 
I>ro-noto8 ? 

A , — Yes. 

Q Have you got a fairly gc^d ^inpply of hnndii*? 

-1 think «o. 




I 

S: 


"Y'ou want them to discount pro-notes also? 


The Chait-man : Can yon distingimh wliieh is a genuine hiindi and uliich 
is an ac'rommodation hnndi? 

4 — jjy looking to the jinrty w ho brings the hnndi yon ^ an more* <n h*ss 
judge. liut ordinarily wo cannot distinguish them. 

3/r. Muthioh ('hf’tt i yor : 'Plic* bills obtained from tlic Mullams are mostly 
accommodation hu nd i» ? 

A. —Yes. 

Mr. Thomas: Your clients are niostlv the Indian business (ommunitv? 

A.— Yes. 

Mr. Muthiah (Jln (tiytir : NVhat is ycuir interest on loans? 

A.— Our rate of interest is oniinarity 9 fK*r cent. We go up to 12 jwr 
cent on clean loans. 


i 


. — On produce? 

. — That aho in 9 i>er t'cnt, in any case not more than 10} jH>r cent. 
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Q . — On tnortgage^i? 

A . — Now we do not ieiul on mortgaged). In old daya when we were 
lending it wa« 10 i>er cent. 

jewobi'' 

A. —On iewels the rate is troni 0 to 12 per eent. 

The Chairman . You have aiiv experient^ of the timl>er trade in Calient? 

/I .—Yes. ‘ , ,, _ 

Q. — 1h that in a had way now ? 

A . — It is fairly g<K)d now. • 

Q . — The reason f<jr that is that the trade is finaneed hy the Multanis and 
that they take such a Ingh rate of interest that tht»lr praetieallv have killed- 
it? ' ‘ ‘ • 

A* — Yes, tluit is also one of the reasons. Jiut nowadays timber ceines 
from Australia also and the demand has diminished. 

ThomaH : ilou eonld a on inc rease the nundwr of these genuine trade 

bills? 

\ — himiness must increase. 

Q , — Dut unfortunaU'Iy tliis kind ol hills is not increasing with tin* increase 
in husinc*ss? 

A . — In Cochin wc* had hcujih ol tlicvse genuine trade hills. But what is 
iiow' done is that those wlio get things uhok‘sale strwk them in thedr own 
places and sell them and take hilts in exchange and they also get the interest. 
They do not want the hankcu^. 

;Ur. }futh ia}i ( 'fi rf f nja r : Are th<‘ small joint-stc»ck hanks in the West 
Ck»ast lending at higlu'i ratevs than yon merit iontMl? Are they lending at 
12 to lo per c<*nt ? 

.1. — Yes. 1 think there an* many who lend like* that. 

Q. Arc* thtt ratc*s (yen higlier? 

A . — They lend at eycn 18 per 

Q , — They are joint-stock hunks? a 

/I. — Y'es. 

Q . — I supiwsc* that tlusc' rates con^mro v^ry favourably w'itli indigervoua 
hankers’ rates? 

A . — Whom do you mean hy tlie indigenous hankers? 

G. — The Multanis and the Marwaris? 

A. — 1'hey are scry nearly ecjual to the rate's of the Multanis. 

M r. Thomas: In rc'gnrd to the difficulty of getting trade liills how is it 
that they do not want to translate^ it iuU> li<iuicl c'ash the hills which must 
have heen for usance? How i.s it that these meivhants do not want to 
disc-ount these hills? Did you say that they wcire sim[)ly keeping them till 
tiu' date of maturity? 

A. — -No, they <UiWX)ui»ting thd hills with the hankers. 

G.— Tf iraido Uioi’e 

A.— Yes. ' ,/ ■ . , " 

(h— iA« a matter of fact if you can «von diMOiit lialtkiiig notes, you cau 
tliorchy increase the amount of discounting and makiii^ auch paper nego- 
tiable? In the Idiited States fcir hank discounts pro- 

notes and bills of exchange. .r '* ■ 

4 — That depends on the sonndtieftd of the partie.s. 

(?. — How is it that we in this country find it difficult to rediwount liecause 
our money is locked up otherwise? 

J.— That is the position now\ 

Q , — How could you get out of that? 

"^4. — ^The Iun>erial Bank should ix^discount a hill when we guarantee it. 

Q.' -In your opinion what are the handicaps to the development of joint- 
stock hanking in Southern India? 

A. — The ctwnpetition of the Imperial Bank is the fii*st. If they can 
give capital from a reserve bank on credit c'crtaiuly the business is bound 
to jnci'eaac. 
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Q . — What about the fact that the Gotvrnnvont ih liormwing at high ralf® 
ot mtoix^ti' Have you found it lathor im'onvotiioivt ? 

.4, — Wo havo not uttaiiKnl that thn'iw of oxcoHoih'^ f«iiikor>i that W0 

would feel it. Our joint-stotk hiinka would iK>t ti^el it. 

— How* do you rtMuit money m jdac'ON when* you have no hnuuhos® 
Ihitjugli the Imperial Jdank. 

O AVbat is the rgipf charge r Is it - anna> or 1 aiiuas lau i>imt 5^ 

A . — 1 do not kuoWi. 

► (^.--Have you ever felt that the nitcK are largei Is it true that wheu 

the ireasuo was nmnuging iv the ratios w^re lower® 

.4^1 do not know what the tn^ixury was ch urging. 

e- Do you think that the linltiiii Joint Stmk Hunks in South iiidui 
a^* now developing on sound linos r 

.1 . — Whei e IS the scope tor them to develop? 'Plies arc not <leveloping» 
1 would say. 

<*>. — What about tlie posiuou oi the joint-simk haukaP Have }ou cxii- 
ruined tus to wluthcr they have got adtHiuate ntveives to t'OVeJ 

A. — No, notiuiig like the Kuglish haUKs. 

Q — III England there is no law? 

A. — No, Hut in hig hanks the reservi' is ordiiiuril> ispuil to lialf tiu' 
paid-up capital. 

Q — Do von tiiiiik that is a line o) de\elopment whi<h we must watch 
with great carer * 

A.*— -Yes. With tlu' hanks’ dcvelojuncnt the> will set up a largy per- 
centage towards thc' reserve'. 

<i>. — Du ymi know wliclher all the hanks ol Soutiiirn India I'twrvo tt 
portion ol tlieir annual prohtsr 

A. — Ordinarily thc-'V do. 

Q . — ^Avo there banks whicli do not P 

.l.~— Tkero will b« very* ICvon »inatl hanks allot ftomothing towards 

the res#rvb ^very y«ar. 

0 - How do they koeji ilu se reseiwwi? 

A. -They einpley them in their own hnsiness 

(,>,"~ln \unr own expel jencs* can von sav what is the cash that yon bhould 
in your own iaink to meet all the demands ot a hunkei ? 

.4. — We have* nut fixed it at any percentage, liut c xpeiieiKc ha.s told Ub 
wJiat will he tiie safe hunt. 


Q. -What vs the rule you luivc' arrived at hy <. xpc !'i<'m c 

A. — Wc‘ liave < ixkIiI on Govc ittineiil |>uper with tin' Impm ial Hank mid 
h we want inoru'v we wire t<» the hc-ad ofhec* and remit money hy tho 
Impenul Hank hy T/P. Om lesource^ •re ^|i tlif UrgHTrill Hank on Govern- 
ment pa|>er. 

V - Ftu t of 4 i» r 

A, — Onr fuedit with tlio ttni>eriul Hioik to-diiv is Rs. 10 lakhs odd. H 
we require Ha* i lakh itavo to wire to the Ulilicut loiinch aud we will 
get tho inoawff by T.T. 

Q. — Yon have nut hod AllJ^^tiiBIrlilty till uow ? 

A, —No. ; 


Q , — Do you think that tlie fudiaii (Vjinpanies A<‘t. ii« it ih tif prOJiClit, 
sufficiently secs to tlie iiwds cif the eoiinti*y in of Imnktng dovolop- 

inent? Does it sidegnard the hank and the investing public? 

A. — The Indian Goinpaiiiess Act pre?>crdK*s rules in respi'ct of joint-stock 
companies and their conduct. 

0. — Do you thaik v at is ade<|Uate lor the hank^ m well? 

A. “1 cannot say I have MH»n any defect, liut if you examine it carefuUjr 
you may find places wheixi the may Im* amplified. 

. — Doc» it provide for any reservation of funds? 

. — Without looking into it I cannot say. 
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Q . — Supposing "further legislation is made, on what lines should it 1>«? 
Supposing we make a special Act for r^ulating banks^ what are the special 
IKonts you would like to W hixiught into that? 

A . — 1 cannot suggest anything. 

Q . — May I suggest one or tw4> jKyssibilitie* ? BupiK)se we prescribe a 
certain nimimurn ol cupitai to l>c‘ paid up l>eloro the hank begins work and 
suppose that niiTiirnuni is bas<Ml on the field of Oj>eratioii of the bank^ would 
you think it is a g<KK] thing? 

A.— That will be anticipating many ibingh whicli it is not possibh^ for 
many i>oopIe to do. • 

From the begiiining wc will say our field of of>oration ij> .so iv.uch and 
then the authorities can toll us what should 1)0 the mininuifh pfiid-qfiT^'* 
capita}. Would you ciKOurage sinall mush room f)unk8 or is it nece^saty* 
to have a certaiti miiiimnn» sirx* and Hti*ength? * 

A , — There must l>o a minimum j)aid-np capital for a hank to call itsedf 
a hank. 

Q . — What should it l>eP 

4.— Nothing less than Ks. o lakli.s. 

0. — Is it not trK) high? 

4.— A fle<ent hank should hav<* that. 

0, — Wluit do you think should ho the epialificatioii of the hankers? 

A. — It is better to leave* it to the directors. 

Would you allow tlu^ dinxtoi of a hank to he the director ol many 
other » hanks? 

4.\-*It does not matter »f lu' (an find time. lUxently there was a case 
in which imuition was made of a jmtsou who was the dirtstor of as many as 
27 lianks. Tliis was published in the Jhtihj Afftil. 

O.— Was it a case where lu* got into trouble? 

4. --No. 

Q . — Is it not necessary to fix up a certain minimum reserve to ba kept 
liy the banks partly iu cash and partly in assets? 

4.— The ratio between tiie paid-up ('Upital and the reserve may 1 k> fixed 
by legislation^ say nothing les.s than liulf or omvthinl or something like 
that. 

Q,~~ Ah in the United States for instauee? 


O.- As 1 
4.— You. 


(Jb — What is your vitw about audit? Now tbe audit is done by an 
auditor appointed b> the bank. 

.4 .‘ Now a jnililic aecountant is apiK>inted by the bank. 

Q.~ \s it ntx‘es.sary to have an independent audit cither api)Ointc*d by 
the (Jovernmont or )>y the .shuieholders? 

4. — Our auditors now uie jiuhlie aeeounuiits appointed »»y the sliaieholders 
at the general meeting. 

Q . — Do you think such audit is euificieiit for safeguarding the interests 
of the public? 

.1. — It is difficult to say. There may l>e exceptions where the audit is 
slack and frauds are eommitted. 

0. — Are there any cases of audits failing in India? 

4. — 1 cannot say. Audit is generally reputed to Ik.' good. 

(^. — But in the case of certain inufassal hank.s it is said that s^kui after 
the audit was over certain frauds were found? 

4. — You had it in the case of the Arhutlinot Bank. 

The Ohainnan : Do you publish your accounts? 

4. — Yes. 


Mr, GojKila Mrnon : What is your experience with regard to the collec- 
tion share money? Do the shareholders of joint-stock banks pay promptly 
when they take up shares? 

4. — There are cases of slackness hut a noticKj of forfeiture will at once 
biing the money. . ^ . 

Q , — We wont to see that tliere is a hanking expansion. Some witnesses 
told us that it is difficult to get siiare money promptly, 

4.— -Give notice of forfeiture at once. 
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0. — ^WouW tlmt ^iliifid ill the way of hanking development in the coiiniry? 

A. — No, no. In fart th«t is what ought to done. 

O — You have got a savings bank atHNount, is it not? 

4 — Yes. 

Q. — I>o veil think that the joint«Nt<^'k banks can ert^ate the savinga 
habit in the j>ef3ple? 

A. — No, excM'pt |>erhapR that the savings V»i\nk amounts like tlie enn'ent 
^aocounts might l>e allowed to l>e o|>era U*d on by rluxjnes. 

Q. - -p p ."'’Oil think that then more dejKvsitoi's i\nuld keep savings bank 
preforoiK'e to c’nri*eni aiHHiunts^ 

sailings bank atx'ount ciirrit^s always a trifling l>etter rate of 
But the current a('<*oiiiits have this advantage iliat the doposilofs 
ean^iral|| at any moment whereas in the raise of the snvlngH Inuik iieeininU 
they can draw only a wnn'k. 

Q — What is your idea with regard to theM» bearer duHpins? lb> you w*ant 
then) always to roinnin la'aier ehiHiues? 

A. — Tt will l>e always lietter to make it payable to so and so or otxler. 
Though it is printed iHUiiei we always alter it to oixler. I myselt do not 
know why they ]>rini bearer. 

Q . — You want only order cluH|ues and not beaier clu>t|U<'sr 

A . — Yes. 

The Chairman ; Do the bigger banks u.>e order ebesp 

A. —For the bank’s safety la^arev (Ins^ineH are better but for ibe ma/ who 
issuoa the chcHpie f think it is ladter to have the order rheqm*. In ihl cano 
of a l)earer chf*qiie. for instan<s> in the case of a chiHpie wherein if^wrilitut 
** pay AB or iK^arer without AB knowing. tl\e numey viux l>e ilrawn by 
anylxxly. But they can alter it info tuder if they like. ^ 

Mr. CojKiJn Mnuni: Yf)ti <lo not advnme to agriculturists ui all? ^ 

A.-— No. 

“ *v Q , — What pniportion of your cat)ital is utilized for fnvnnciug tiiulo? 

A. — It is difficult to say. We do not finaiK*o any industrir^, 

Q . — Do yotir loans come back promptly on the due date? 

A The hills arc generally met on the duo dutiv*. 

Q . — Do the T)ariie.s come and usk for any <‘xtension and do you allow 
them extensions? 

A. — Very often we do. 

Mr. Thomas : Are you afrui<l that the bill Imsiiu^ is not Hound in that 
way P 

A. — If it is for 60 davs and if after tbo expiry of the period the party 
asks for an extension of time w'e look to the Houndnes-s of the pru*ty, whether 
the party is as good as it was when originally we gavr tluun money 

Q . — There w no harm in such transactions? 

A.— No. 

Mr. Gorwtln Menon ; Do money-lendei'H take loans from you and then 
lend out at higher rates? 

A. — Oh, yea. Wo have heaps of peo|)le like tliat who take large sums at 
a low rate of interest. 

Q , — With regard to the different classes of M*<virilies ofTered ns cover 
for acceptance I wish to know what has Ikx^ii your experienc^^ with regard 
to the realisahility? 

A. — ^We lend on what you call diie<d bills. Thai is praKically demand 
protnuKiory^notes. Then w© have one man making a bill in favour of another 
and discounting it with us. Then we have hills for collection. 

Q. — l>o you take stoirf and shares and del>onturoi? 

A. — Ordinarily we do not take shares. 

Q. — Hay^ yon at any time advam^ money on your shares? 

A. — Tt is not exactly on onr shares, but boeaiMo the man is onr share* 
hnider w© give him on his own personal security about 50 per cent of tba 
riiares he holds. 
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regard to tlie equitable mortgagee the adrantage ^t ilia party 
Jiaa m that the aeourity h tranafbrable hy delirery. But are there uc^ 
riaks attendant on it becatwe the titles might be proved to be defective 
afterwards P 

A , — That will be the case even when the lawyer who examined the title- 
deeds tft not clever. 

Q . — ^We have been told that the party who lends the money runs a great 
risk. Is it not so? 

-4.— Yee, The difficulty w that the party is not able to pay back on th# 
due date and take the deeds. Tlie soundness of the title will be right 
and can be examined by a clever lawyer in a short time. But 
this. He will not be able to repay the. money and will come and tei. ^ou if 
asked Why, Bir, you hold all the title-deeds.’’ 

O . — Do you generally advance money on life j>olicief*? 

A. — ^No. 

0. — Do you advance money on open loans? 

4. — No. We do this thing for instance. Tliere arc certain big car dealers 
for whom open letters of credit. When they get the cars, we give them 
the ftfionoy and have our labels on the cars but allow them to keep the cars 
in f^ieir show room. 

(Jt , — You never allow on open loans? 

No. 


(The witness then withdrew.) 






